Datly Report— 


FBIS-CHI-93-159 
Thursday 
19 August 1993 


Daily Report 
China 


FBIS-CHI-93-159 CONTENTS 19 August 1993 


NOTICE TO READERS: An * indicates material not disseminated in electronic form. 
INTERNATIONAL AFFAIRS 


General 
Foreign Ministry Spokesman Makes Ammouncements  .................cccccccceeeesseeeeeeseeeeserseeeseeeeeeeseeseeeeeeeees l 
PRD TD TD [EET 10:1:10:ccssscssuseseensrasubanensgnesinnddeenanbiibestemadidnisianianiedinense I 
PD GAINS TD WEED AEREDUEIIEEE concocecssscecsscnnevsssnsecnsosennseesacssenssnnsadenieenessesncsessosnneessecese 1 
TT, MINS, snsssscnisrneneinactensereneagunanssnnncincenennseninenmaunnesasnenianenenemmnnents I 
Pakistani Foreign Minister To Visit Beijing /XINHUA]  .............ccsscssceeeseeseeseeserseseneesseesenssenensesesenes I 
Song Jian Cables International Geodetic Forum [Beijing TV] .........c..cccsccsessessssssenenseneenneeessecnnsseenes l 
United States & Canada 
Qiao Shi, U.S. Representatives Discuss Ties /X/NHUA] panetnnuavédecensensnssiesusecanusetenmnenses 2 
U.S. Senate Delegation Discusses Environment [XINHUA]  ...........ccssscssssesssesssseeessseeseeseereseeseeeseeees 2 
Paper Discusses U.S. Military Base Closures /JIEFANGJUN BAO 11 Aug) . eunasetiietmmmnaienennemannneees 3 
Central Eurasia 
China, CIS States Meet on Border Disarmament /XINHUA] saqnaqneesesnanentaenessomnseoensentecnsosnete 3 
Departing Ambassador Meets Kazakhstan Leaders [XINHUA] ..........:ccscccsssssssssessssssseseeeseseeeeeeseeees 4 
Southeast Asia & Pacific 
Jiang, Li Peng Congratulate Indonesia’s Suharto /Beijing International] .............cssssseseeesseeseesenes 4 
Australian Government Faces ‘Test’ Over Budget /XINHUA] .........c.ccccscscssesssssssessssesssreesceeesenceeeees 4 
NATIONAL AFFAIRS 
Political & Social 
Article on Deng Xiaoping’s Health, CPC Plenum 
[Hong Kong KUANG CHIAO CHING 16 Aug]  ......c.ccccssssssssssessesessssssseseesssessssesassnesceseseeesesseeseneseeses 5 
Luo Gan: Li Peng Regains Health, Resumes Duties /Tokyo KYODO] ........c.cccccccsssssssssesseeseeeeeresseees 7 
Beijing, Hong Kong Papers Carry Li Peng Photo /XINHUA, etc]. ...... soneennentenncneese 7 
Li Peng Signs Decree on Civil Service Regulations /XINHUA] ..0........cccccccccssscsssessssesecsessesesseneneeeeens 7 
Article Defends Decision To Expel Han Dongfang /Hong Kong WEN WEI PO 19 Aug] ...........00+. 7 
Commentary on Anti-Corruption Struggle [XINHUA]  .......c.cccscsccssssessesseeesecesssseseseseeeeeeseneseeeeeseees 9 
Symposium on Mao Zedong Opens in Changsha [XINHUA]  .........ccsccsscccsssesssesseerseessessseeeeeeeeeeeseees 10 
Reformist Village Chief Jailed Over Death of Worker /Hong Kong THE STANDARD 19 Aug] .... 10 
Social Order Control Theory Seminar Ends in Harbin [XINHUA] .0.....ccccccccccsssssssssssessesseneeeeeseeseeees 10 
Economic & Agricultural 
Statistics Bureau: Industrial Growth Slows in Jul [XINHUA] .......cccccccccssseseessssscsessesersesssesseeeeneeseees 1] 
Nationwide ‘Strain’ on Credit Remains /Hong Kong MING PAO 18 Aug]  .....sssssssssssssssssesseeeeeseeeees 11 
Vice Minister Announces New National Audit /XINHUA] ......cccccccsccscsccessssesescsssseeessessscssesenesseneees 12 
Product Quality Promotion Teams To Meet in Beijing /CHINA DAILY 19 Aug] ....cccccccccceessseeees 13 
Foreign Investment in Infrastructure Projects To Be Allowed 
[Hong Kong CHING CHI TAO PAO 16 Aug]  .....ccccsscsssssssscssessssesssssscssssescsesssesesesessssessescesensecseessnesees 13 
Free Trade Zone Development Highlighted /BEIJING REVIEW 2-8 Aug]  ...ccccccscsssssssssessceseceeseees 14 


New Regulations on Barter Trade Publicized /Hong Kong CHING CHI TAO PAO 9 Aug] .......0..+. 17 


FBIS-CHI-93-159 


19 August 1993 2 China 
Tourism Official Comments on Increase in Numbers [XINHUA] 00000......:c.ccccccccceeesseeseeseeseeeeeeeneeeeees 18 
Government, Market, Enterprise Relations Examined /WEN HUI BAO 30 Jul) ................... cnoaiidhi 18 
Article Views Market Economy, Public Ownership /JINGJI YANJIU 20 oe seuiinbdsitihiiatininaiiiaaadel 20 
Official Warns Against Relaxing Effort To Aid Poor [XINHUA]  ..00........cccccccouccceeeseeeseeneesesseeseeeeenees 26 

REGIONAL AFFAIRS 

East Region 
Fujian Approves 2,998 Foreign-Funded Enterprises [XINHUA] 200.........cccccccseceeeeeseceeeseeeeeeseees ‘caatias 28 
Farmers in Jiangsu Adopt Scientific Research /XINHUA]  ...........cccccccsccsesseseceeeeeereeeeeesenseeneeneees dias 28 
Central-South Region 
Shenzhen Mayor on Lessons of 5 Aug Blast /Hong Kong TA KUNG PAO 18 Aug]  .......0.c0.c0.000-es00e« 28 
Southwest Region 
Lhasa Mayor on Economy, Demonstrations in Tibet /Hong Kong WEN WEI PO 18 Aug) ............ 29 
Yunnan Chief Procurator Gives Work Report /YUNNAN RIBAO 16 May]  .0.........ccccscecscesseeereeeeees 30 
Northeast Region 
Heilongjiang Governor Writes on Development Plan 
[CHINA DAILY (HEILONGJIANG SUPPLEMENT) 19 Aug] .............scssessscceseeceeeeecesesseseeseesceeeenees 36 
PRC MEDIA ON TAIWAN AFFAIRS 
Kuomintang Reelects Li Teng-hui as Chairman [XINHUA] 000........c..cccccccsscssessesessesseeeeecceeeessesseseeenenseeeeeeees 38 
Jiang Zemin Cables Li /XINHUA) ....... + -cpupepaaemenpaaaldaaeaaasmasammendasencatnntuaaniammencanianetneneimennanties 38 
Mainland, Island Agree on Oceanographic Research [XINHUA] .0......cccccccsssssssseseeseeeeseseeceeeeeceeesesereeeeenees 38 
TAIWAN 
Taipei Moves To Employ Former Soviet Experts /LIEN HO PAO 8 Aug] ...c.ccccccccscocccesesseessesseseeseeeeceeeees 39 
Taipei Aerospace Technology Show Opens [CNA] ........ccccccccccsssesssessseessesseeseesesssseseeseeesensceeeeseesseeeeeceeceesees 39 
ED CEA “UREN, ICUIEET ccrcoccsocscsresesesvecessneasenenssuconteseteatennenetocnustnonsesentioaneeseneedsonsestens 40 
Reportage on 14th KMT National Congresses ............:c.csccscssssssssssscsssccsessccsssesscesseossesccscsocosssosscessssssosscescesees 40 
ie EEE GEE GEE §=ICUNEGY cascecsssnsccevesecsnesesscsseneueneuseceesesnannsemissenstectesdeaneedsinentueinennentions 40 
PE UE EEE §«BGIIEEET cexccetancnreessessecssevecsecsccesconeseccnenneccesneuenesenteneterencscorsensennscennsestesoevecenaeente 40 
ED WEP GPUEEEED WEEE §=FLGUEET ccceucccesesserececnensusenarecsnnnssanuidumnsssnepexananmenganacnetenenseocesasentase 41 
PG, (EE 8 [TIED  ccccscssisnesscseenesensesnssnesanmueesusiesnetsonescensavetnessscseseessmesentstss 4] 
SU) CREE CDG ENTE §=—FELEEET cxescxcescengranresesococsresesscesesnsunmrescssesnsensencqsennweceovenstvenstusoesssvoenes 41 
SEF Head Suggests Rapprochement With Mainland [CNA] .........cccccccccsssssesessesessseceeeeeeeesenesseecesssseneseesenss 42 
Court Sentences 2 Hijackers to 10-Year Terms [CNA] ........cccccssccssssssssssssssssssssessssesseescssssssessssssssssseesesscees 42 
Taipei Considers Exports of Military Aircraft [CNA] ......cccccccccccsscssecsccsessseseesesssssseesseconseseesseeseeseeseneeneeseees 42 
HONG KONG & MACAO 
Hong Kong 
IS TED SP TRENT CID GT ccccssseccccccqrecessccsnaapesenccapesnsseecesecqsenceqevcscccosnevcessczccsecese 43 
PRC ‘Not Ready’ To Respond to UK’s Proposal /Hong Kong HSIN PAO 18 Aug]  .........cc0000000000 43 
Editorial: UK Counterproposal ‘Unacceptable’ /Hong Kong WEN WEI PO 19 Aug]  .........00.0000000 44 
UK Voices ‘Frustration’ Over PRC Talks /Hong Kong THE STANDARD 19 Aug]  ........00c0000000000004 45 
Li Peng, Jiang Inscribe for Hong Kong Company /XINHUA]  ......c.cccccssssesscsseeseeseeeseeseesesseeseesseeeeeees 46 


More Territorial Journalists Visitine Mainland /ZHONGGUO XINWEN SHE]  ........cccceeeeeeceeeee 46 


FBIS-CHI-°3-159 
19 August 1993 


General 


Foreign Ministry Spokesman Makes 
Announcements 


On Relations With Vatican 


OW 1908084493 Beijing XINHUA in English 0838 
GMT 19 Aug 93 


[Text] Beijing, August 19 (XINHUA)—A Foreign Min- 
istry spokesman said here today that China is willing to 
improve its relations with the Vatican, but the Vatican 


must sever its so-called “diplomatic ties” with Taiwan 


and refrain from interfering in China’s internal affairs. 


The spokesman made these remarks when asked to 
confirm the report that China now is in contact with the 
Vatican with regard to the normalization of bilateral 
relations and religious affairs. 


Fijian Congressmen To Visit 


OW 1908022893 Beijing XINHUA in English 0213 
GMT 19 Aug 93 


[Text] Beijing, August 19 (XINH UA)—Ratu Tu’uakitau 
Cokananto, president of the Senate, and Dr. Apenisa 
Kurisapila, speaker of the House of Representatives of 
Fiji, will pay a goodwill visit to China from August 22 to 
29 at the invitation of the Standing Committee of 
China’s National People’s Congress. 


This was announced here today by a spokesman of the 
Chinese Foreign Ministry. 


XINHUA Notes U.S. Airstrike on Iraq 


OW1908094093 Beijing XINHUA in English 0930 
GMT 19 Aug 93 


[“Urgent: U.S. Warplanes Attack Iraqi Air Defense 
System”—XINHUA headline] 


[Text] Cairo, August 19 (XINHUA)}—U.S. warplanes 
attacked anti-aircraft battery positions near the iraqi city 
of Mosul with cluster bombs today, Iraq's official news 
agency, monitored here, said. 


It said one Iraqi soldier was wounded in the attack and 
that Iraqi anti-aircraft gunners opened fire at the U.S. 
planes. 


Pakistani Foreign Minister To Visit Beijing 


OW 1708142993 Beijing XINHUA in English 1345 
GMT 17 Aug 93 


[Text] Islamabad, August 17 (XINHUA)—Pakistan For- 
eign Minister Abdus Sattar [name as received] is leaving 
for Moscow and Beijing tonight as head of the OIC 
[Islamic Conference Organization] mission on Bosnia- 
Herzegovina. 


INTERNATIONAL AFFAIRS 1 


This is the last leg of the ministerial mission of the 
Organisation of the Islamic Conference (OIC) to talk 
with the five permanent members of the U.N. Security 
Council on the issue of Bosnia-Herzegovina, a Foreign 
Office spokesman said at a press briefing here today. 


He said the ministerial mission has already visited other 
three permanent member states of the Security Council 
as well as Geneva and New York. 


The mission will continue its endeavor to obtain an 
immediate ceasefire, and if necessary, to secure air 
strikes as decided by the NATO council. 


He said, the OIC mission has proposed to shift the 
negotiations from Geneva to New York directly under 
the supervision of Security Council. 


The mission has also proposed some specific improve- 
ments in Owen- Vance peace plan in order to preserve 
unity and territorial integrity of Bosnia-Herzegovina and 
to ensure the continuity of its UN membership and 
internal demarcation of territory within Bosnia, he said. 


Such a demarcation will provide Bosnian Muslims ter- 
ritory which is physically-integrated, economically- 
viable and with access to sea, he added. 


The spokesman said that the OIC ministerial mission 
would hold talks with the Russian officials on August 19 
and with the Chinese officials on August 20. 


Song Jian Cables International Geodetic Forum 


OW1908 135893 Beijing Central Television Program 
One Network in Mandarin 1100 GMT 9 Aug 93 


[From the “National News Hookup” program] 


[Text] The International Association of Geodesy opened 
its congress in Beijing today [9 Augus*’. This was the first 
time the congress was held in China. 


Attending the congress were more than 500 professors, 
experts, and scholars from about 30 countries and 
regions, including Germany, France, the United States, 
Japan, and Taiwan. State Councillor Song Jian especially 
sent a congratulatory letter from outside Beijing. 


At this congress, Chinese geodetic experts will discuss 
and exchange views with their international counterparts 
on such issues as geodetic studies, global environmental 
changes, current and future states of geodetic network, 
advanced space geodetic technology, new geodetic 
trends, and progress achieved in gravitational field mea- 
surement and analysis. 


The congress has received approximately 300 disserta- 
tions. 


2 INTERNATIONAL AFFAIRS 


United States & Canada 


Qiao Shi, U.S. Representatives Discuss Ties 


OW 1808135193 Beijing XINHUA in English 1301 
GMT 18 Aug 93 


[Text] Beijing, August 18 (XINHUA)—Qiao Shi, 
chairman of the National People’s Congress (NPC) 
Standing Committee, today expressed the hope that 
contacts between the Chinese NPC and the U.S. Con- 
gress would be strengthened. 


When meeting a delegation from the U.S. House Select 
Committee on Intelligence, headed by its chairman, 
Congressman Dan Glickman here this afternoon, Qiao 
said that the U.S. Congress wields great influence upon 
Sino-U.S. relations. 


China’s NPC is willing to strengthen its contacts with it 
and improve mutual understanding between them, he 
added. 


He also expressed the hope that the U.S. Congress would 
contribute positively to bettering the friendship between 
the two peoples and to improve relations between the 
two countries. 


While expressing his welcome to Glickman and his 
party, Qiao said their visit to China would help them get 
to know the real situation in the country, which would 
foster accurate, comprehensive understanding of China 
and the correct handling of Sino-U.S. bilateral relations. 


He noted that with the great changes in the international 
situation, there have come many new challenges, which 
call for China and the U.S. to enhance and augment their 
cooperation in still wider spheres. “This complies with 
the fundamental interests of the people of the two 
countries,” he stressed. 


Glickman said that the visit had helped increase their 
understanding of China and made them believe that the 
U.S. and China should augment contacts and coopera- 
tion. 


During the meeting, Qiao also briefed the guests on 
China’s reform and opening-up, as well as the new 
developments of its economic construction. 


Liu Shuging, president of the Chinese People’s Institute 
of Foreign Affairs (CPIFA), and U.S. Ambassador to 
China J. Stapleton Roy, were present at the meeting. 


The delegation arrived here Monday [16 August] at the 
invitation of the CPIFA, and Liu Shuqing held a working 
meeting with its members on that day. 


USS. Senate Delegation Discusses Environment 
OW 1908071493 Beijing XINHUA in English 0656 
GMT 19 Aug 93 


[Text] Beijing, August 19 (XINHUA)—Joint efforts 
between China and the United States to protect the 
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environment will be conducive to the promotion of 
global environmental protection, a senior Chinese offi- 
cial said here today. 


Qu Geping, chairman of the Committee on Environ- 
mental Protection of China’s National People’s Congress 
(NPC), made the rernark when meeting with Max Bau- 
cus, chairman of the Env.ronment and Public Works 
Committee of the U.S. Senate, and his party here this 
morning. 


Qu said that co-operation on environmental protection 
has been a major part of Sino-U.S. relations, adding that 
such co-operation will contribute to promoting bilateral 
relations and global environmental protection. 


The developed countries should act first in environ- 
mental protection, he said, adding they should provide 
funds and technologies to the developing nations for this 
end. 


During the meeting Qu briefed the guests on China’s 
environmental protection efforts, saying that China 
attaches great importance to this issue and places it in an 
important position in the country’s economic develop- 
ment plans. 


China has regarded environmental protection as a fun- 
damental policy of the state since 1983, he noted. 


In the past ten years, he said, great achievements have 
been made in China’s environmental protection work. 


The economy of China has been developing at a high 
speed while its environment remains undeteriorated, 
and this has been recognized by many countries, he said. 


Baucus, who is here on his first visit to China, said that 
U.S.- China co-operation in environmental protection 
may be carried out in many aspects, including tech- 
nology exchanges. 


He said that co-operation in the field will further pro- 
mote bilateral economic co-operation and exchanges as 
well as co- operation in other fields. 


A delegation from the NPC Environmental Protection 
Committee is welcome to visit the U.S., Baucus said. 


Touching on Sino-U.S. trade relations, Qu expressed his 
appreciation for Baucus’ position of supporting China’s 
most- favored-nation status in bilateral trade, saying it is 
a wise position. He said that only on the basis of mutual 
equality and benefit, can bilateral trade be further devel- 


oped. 


Baucus and his party arrived here yesterday. After Bei- 
jing, they are scheduled to visit Chengdu, Lhasa, Guang- 
zhou and Shenzhen. 


After the meeting Qu was interviewed by Philip Boffey, 
deputy editorial page editor of the New York Times, and 
answered questions on issues including “global warm- 
ing” and China’s policies as regards these probiems. 
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Paper Discusses U.S. Military Base Closures 


HK1908095093 Beijing JIEFANGJUN BAO in Chinese 
1] Aug 93 p 4 


[“International commentary” by Dong Guozheng (5516 
0948 2398): “Why Are the U.S. Armed Forces Closing 
Military Bases?”’] 


[Text] The Pentagon declared not long ago that the 
United States will close or reduce 92 of its military bases 
abroad. Similar announcements have been made every 
now and then since the 1980's. However, it has been 
reported that the present reduction is the largest. A total 
of 840 U.S. military bases and facilities abroad will be 
reduced or will suspend their activities. Meanwhile, U.S. 
Armed Forces have also closed a large number of their 
bases at home. 


As the bases are to be closed, large numbers of personnel 
stationed abroad will have to go home and find new jobs. 
According to statistics, more than 50,000 personnel, 
including servicemen, will lose their jobs because of the 
base closures. To the United States, where the unemploy- 
ment rate is rising due to economic recession, the tens of 
thousands of unemployed will undoubtedly exert great 
pressure on employment. 


This being the case, why has the United States frequently 
closed its military bases and facilities in recent years? As 
a matter of fact, the answer to this question is not 
difficult. 


As everyone knows, following the end of World War II, 
a high tide of Cold War swept the West. In order to 
“check communism,” the United States signed military 
treaties with more than 40 countries (regions) over 10 
years or so and has joined its allies in Europe in 
establishing NATO. More than 600,000 U.S. servicemen 
traveled far away across the sea. They dug trenches, set 
up bases, and entered the 1,600 military bases and 
facilities abroad. The purpose of this forward position 
strategy pursued over the years was to fight a world war 
with the former Soviet Union. Nevertheless, the times 
have changed. As global confrontation between the 
United States and the Soviet Union no longer existed 
following the end of the Cold War in the late 1980's, the 
United States shifted the focus of its attention onto 
regional conflicts. Therefore, it is quite natural for the 
U.S. Armed Forces to readjust their global distribution 
and close the bases abroad which are no longer neces- 


sary. 


Moreover, it is the pressing task of the United States to 
curtail military spending to meet domestic needs. 
During the Cold War, the United States spent more than 
$10,000 billion scrambling for military superiority over 
the Soviet Union, which sapped its vitality. As a result, 
the world’s largest creditor nation has been reduced to 
the largest debtor nation, incurring a debt of over $4 
trillion. In the words of a senior U.S. statesman William 
Fullbright: “The game presented to us by our Cold War 
thinkers is the gambling of the loser—at least the party 
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participating in the gambling is a loser.” It has been 
extremely difficult to revitalize the economy since it fell 
to a low ebb. Former President Bush had to offer his seat 
to Clinton precisely because he failed to curb the eco- 
nomic decline. “When one cannot get both the fish and 
bear’s paw,” he can only get the “bear's paw” at the 
expense of the “fish.”” No wonder when Clinton assumed 
office, he immediately called for a cut of $60 billion in 
defense spending within the next five years. Therefore, 
the unimportant bases and facilities were the first to be 
closed. It is said that after the year 2000, in the move to 
close bases alone, the United States could save more 
than $3 billion every year. 


Does all this mean that the U.S. Armed Forces will 
restrain themselves and no longer play the role of “world 
police’’? No. Please look at the following: Clinton made 
remarks on numerous occasions after he entered the 
White House, saying that the United States must have 
great Armed Forces. Les Aspin also said that the United 
States will continue to “maintain its powerful troops 
stationed worldwide, including the capacity to win the 
two major regional wars.” They are quite aware that the 
United States cannot maintain its “influence” as the 
“only superpower” in the world without the backing of a 
powerful armed force! Similarly, they know very well 
that the U.S. Armed Forces have closed some bases and 
reduced personnel because of the current strain on 
military spending. The U.S. Armed Forces still have 
large numbers of bases abroad, particularly in the impor- 
tant regions related to U.S. strategic interests! Moreover, 
the reduction in quantity can be made up by the 
improvement in quality. U.S. Armed Forces, which 
possess sophisticated high-technology weapons and a 
coordinated system, have enormously increased their 
high-speed operation capacity, far exceeding that of the 
past. Once the United States believes that its interests 
are encroached upon in a region, its Armed Forces will 
be dispatched there immediately. Please note: Following 
the end of the Cold War, U.S. Armed Forces took action 
on four occasions against Iraq alone. The busy U.S. 
servicemen are rushing to Somalia now and then to 
Bosnia-Herzegovina, Macedonia, and Haiti.... The 
extent of their role as “world police” is by no means 
inferior to that during the Cold War! 


Central Eurasia 


China, CIS States Meet on Border Disar“ament 


OW 1908092393 Beijing XINHUA in English 0913 
GMT 19 Aug 93 


[Text] Moscow, August 19 (XINHUA)—A working con- 
ference on border disarmament between China and four 
members of the Commonwealth of Independent States 
(CIS)}—Kazakhstan, Kyrgyzstan, Russia and Tajikstan, 
took place from August 12 to 19 in Moscow. 


The two sides again exchanged views on possible agree- 
ment on border disarmament to be signed between them. 


The next round of the working conference is scheduled 
to be held in Beijing in late November. 


Departing Ambassador Meets Kazakhstan Leaders 


OW 1708080393 Beijing XINHUA Domestic Service in 
Chinese 0655 GMT 14 Aug 93 


[Text] Almaty, 13 Aug (XINHUA)—Nazarbayev, 
Republic of Kazakhstan president, met with Zhang 
Deguang, outgoing Chinese ambassador to Kazakhstan, 
on 13 August. The two had a cordial and friendly 
conversation. 


Nazarbayev said that he hopes to visit China again so as 
to raise the friendly and cooperative bilateral relations to 
a new level. 


Abdildin, chairman of the Kazakhstan Supreme Soviet, also 
met with Ambassador Zhang Deguang on |! August. 


During the meeting, the two expressed satisfaction with 
the growing relations in all fields between the two 
countries since they established diplomatic relations. 
Both believe that there are broad prospects and great 
potential for the two countries to develop good- neigh- 
borly, iriendly, and cooperative relations of equality and 
mutual benefit on the basis of the Five Principles of 
Peaceful Coexistence. 


Southeast Asia & Pacific 


Jiang, Li Peng Congratulate Indonesia's Suharto 


BK 1808095093 Beijing China Radio International in 
Indonesian 0830 GMT 18 Aug 93 


[Text] PRC President Jiang Zemin and Prime Minister Li 
Peng have cabled a congratulatory message to Indonesian 
President Suharto on the occasion of Indonesia's 48th 
independence day. The cable says that in the past year, the 
Indonesian Government and people have achieved new 
successes in national development and played an increas- 
ingly important role in international affairs. 


Being chairman of the Nonaligned Movement, Indonesia 
has made positive efforts to maintain and achieve the 
objectives of the movement. The PRC is pleased to see the 
growing relations between the two countries and the wid- 
ening areas of bilateral cooperation. The PRC believes that 
Sino-Indonesian friendship and cooperation will continue 
to be consolidated and strengthened, based on the Five 
Principles of Peaceful Coexistence and the Ten Principles of 
Bandung. Concluding the cable, the PRC leaders wished 
Indonesia and its people prosperity, glory, and happiness. 


Meanwhile, PRC Vice President Rong Yiren also sent a 
congratulatory message to Indonesian Vice President 
Try Sutrisno on the occasion of Indonesia’s national day. 
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Australian Government Faces ‘Test’ Over Budget 


OW 1808 101693 Beijing XINHUA in English 0942 
GMT 18 Aug 93 


[“News Analysis” by Wang Fa’en] 

[Text] Canberra, August 18 (XINHUA)}—Offen, eco- 
nomic issues would become political ones. This time, the 
budget for the 1993-94 financial year, delivered by 


Australian Treasurer John Dawkins to the parliament 
last night, would probably be. 


The tinderbox of the budget, the first presented to the 
taxpayers of Australia by the labor government since it 
won the federal election last March, is tax hikes. 


The Labor government announced to lift taxes in the 
budget, covering petroleum products, tobacco, wine and 
wholesale tax as well ; s other fringe benefits tax, with 
some of them being effective today. 


The government has also taken another move to delay 
the second part of personal tax cuts, promised in the 
“one-nation” economic statement last year, from Jan- 
uary 1996 to “probably” 1998. 


These options of the government were apparently aimed 
at reducing its heavy burden of budget deficit, standing 
at 14.6 billion Australian dollars (9.8 billion U.S. dollars) 
for the last fiscal year. 


However, the issue at heart is that the Labor govern- 
ment, as the opposition accused, has broken its promises 
not to lift taxes made during the election campaign, 
which led to the defeat of the opposition in the election. 


This was proved by a latest Morgan Poll, ‘ndicating that 
91 percent of Australians believe the Labor government 
has broken some of its promises. 


Opposition leader John Hewson, deeming the budget as 
a “budget of betrayal,” described it as “the final 
shameful indictment of the deceit and dishonesty of 
labor’s 1993 election campaign.” 


The opposition also believed that the budget was lack of 
both “ and morality” and was a fundamental 
breach of faith with the electorate. 


At the same time, the tax rises, as the opposition thought, 
would increase the cost of production, dent the country’s 
exports and, as a result, bring no improvement to the 
country’s labor market. These views were also echoed by 
some local media today. 


So, the political test for the labor government now is 
obvious, that is whether the budget could be passed by 
the senate, where the opposition consisting of the liberal 
and national parties is dominant. 


The opposition has repeated its threat to b:ock the 
budget in the senate. “We will give no guarantee to the 
Labor Party after what they have done to Australians,” 
shadow treasurer Alexsander Downer said after the 
delivery of the budget. 
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Political & Social men. It will be fine when nothing ser‘ < happens; 
otherwise, the situation will become unr geable.” 


Article on Deng Xiaoping’s Health, CPC Plenum 
HK 1908003593 Hong Kong KUANG CHIAO CHING 
in Chinese No 251, 16 Aug 93 pp 6-8 


[Article by Kuan Cha-chia (7070 1234 1367): “Deng 
Xiaoping Treats Rumors About His Death As a Joke in 
Beijing, Jiang Zemin Talks About Agenda of Third 
Central Committee Plenum”’] 


[Text] Deng Xiaoping Will Not Go To Beidaihe This Year 
Deng Xiaoping’s 89th birthday falls on 22 August 1993. 


Deng Xiaoping celebrated his birthday in Beidaihe last 
year, yet he will not go to Beidaihe this year because his 
family does not want him to go swimming there. Deng 
said: Now that I do not swim anymore, I will not bother 
to go to Beidaihe this year. Neither did he go to the 
summer resort of Beidaihe in 1991. 


At the age of 89, Deng Xiaoping handed over the three 
masteries of the party, government, and Army to Jiang 
Zemin, and declared in clear-cut terms that the CPC's 
third generation should center around Jiang Zemin as 
the core. 


Rumors on Deng Xiaoping’s Death Are Widespread in 
the West 


Over recent months, Western media have spread rumors 
asserting that Deng Xiaoping is suffering from testicular 
cancer, is in critical condition, or has even passed away. 
All these rumors have produced, time and again, adverse 
impacts cn the Hong Kong stock market. Despite 
China’s repeated efforts to dispel the rumors, such 
rumors kept spreading far and wide. In addition, the 
West also fabricated lies that the ailing Premier Li Peng 
has been removed from his post and replaced by Vice 
Premier Zhu Rongji. 


oan ne Pays No Attention to “News of His 
Death” 


Deng Xiaoping always laughs off “news of his death,” 
which is constantly spread by the media in the United 
States, Japan, Taiwan, and Hong Kong. 


Things now are different from what they were several 
years ago. During those days, the West staked everything 
on Deng Xiaoping’s physical health and personal safety, 
and Deng could feel the pressure at that time, for Jiang 
Zemin had not yet secured his leading position. Deng 
said: “A party and a big country of 1.1 billion people 
cannot do without a leading core. It is not good to our 
country and party if 1 weigh too much, and it will become 
very dangerous one day. The United States puts great 
store on my health problems and death, and the West 
also follows changes of my physical health with close 
interest. It is really very unhealthy and very dangerous to 
base the fate of a country on the reputation of one or two 


Today, after the 14th CPC National Congress, the new 
leadership with Jiang Zemin at the core has held in hand 
the overall masteries of the party, government, and 
Army, and China’s economy has been growing at a high 
speed. Although there still exist many complicated and 
knotty problems, China’s political situation has become 
much more stable than it was in the past many year. 
Under such a political situation, the 89-year-old Deng 
can now rest with a leisurely and carefree mood, and 
— calm and composed while handling pressing 
affairs. 


Deng Xiaoping gives no thought to rumors 2nd “probes” 
coming from the West. Nowadays, he works only one or 
two hours a day, for there are many long-range issues for 
him to think about. Therefore, facing “‘news of his 
death,” which have come up no less than 200 times over 


the past decade, is no problem. 


The West claims: The fact that Deng only sent his wife to 
the mourning ceremony of the late General Li Da shows 
that Deng himself is in critical condition. However, one 
of Deng’s assistants noted that Deng did not attend the 
funerals of the late Marshals Xu Xianggian and Nie 
Rongzhen, Deng Yingchao, Li Xiannian, and Wang 
Zhen either! What is more, China is now trying to 
simplify its funeral procedures! 


At the old age of 89, Deng Xiaoping leads a life that is 
not different from that of last year. Every day, he dines 
with his family members of three generations, totaling 
over 20. Every night, he watches economic information 
and news transmitted by the Central Television Station. 
And he never misses a single exciting football game. 


He has problem with hearing and his cranial nerve is 
failing; as a result, his hands are shaking at times. Yet on 
the whole, as claimed by Jiang Zemin, Qiao Shi, and his 
family members, including Deng Lin and Deng Rong, 
Deng Xiaoping enjoys very good health in comparison 
with people of his age. 


Medical Checkups Show Nothing Unusual With Deng 
Xiaoping’s Ph Condition 


As one of the CPC’s 11 important central organs, the 
Central Committee of Health Protection survived the 
recent structural simplification. The committee consists 
of the best doctors from all over the country. One of the 
medical personnel who took part in Deng Xiaoping’s 
recent medical checkups told this writer: Deng Xiaoping 
enjoys a normal family life and is sound in body and 
mind. This is a very important factor promising his 
longevity. Not long ago, Deng Xiaoping went through a 
routine medical checkup in a military hospital in Beijing, 
and nothing unusual was found in his physical condition. 
Therefore, it can be said that Deng Xiaoping is enjoying 
fairly good health. 
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One of Deng Xiaoping’s unfulfilled wishes is to make a 
trip to Hong Kong four years later when Hong Kong is 
returned to China in 1997. As the chief designer of the 
principle of “one country, two systems,” Deng Xiaoping 
often shows concern over the convergence of Hong 


Kong's sovereignty, as well as changes in Hong Kong 
during the latter stage of the transitional period. 


Recently, at a meeting of the Preliminary Work Com- 
mittee of the Preparatory Committee of the Hong Kong 
Special Administration Region, Qian Qichen specially 
relayed Deng Xiaoping’s talks with the then British 
Prime Minister Mrs. Thatcher 11 years ago. Qian Qichen 
emphatically pointed out that Deng Xiaoping’s remarks 
still bear guiding significance today. 


Deng Says: “It Is Very Easy To Stir Up Chaos. The 
Purpose of Our Talks Is To Settle This Problem.” 


Deng Xiaoping pointed out in as early as 1982: I am 
worried that major disorders wil! take place during the 
latter stage of the transitional period, and these disorders 
are man-made by both foreigners and Chinese, yet 
mainly by Britons. It is very easy to stir up chaos, and the 
purpose of our talks is to settle this problem, Our two 
governments should not do anything harmful to the 
prosperity of Hong Kong. In addition, the two govern- 
ments should also tell manufacturers and people from all 
walks of life to restrain from doing anything harmful. 


Deng Xiaoping said: In maintaining the prosperity of 
Hong Kong, we hope to work in cooperation with 
Britain. However, it does not mean that Hong Kong's 
prosperity can only be maintained under the British 
Administration. 

Deng Xiaoping believed: What should we do :{ serious 
disorders take place in Hong Kong during ti.c transi- 
tional period? If that is really the case, the Chinese 
Governmen. will have no alternative but to reconsider 
the time and ways of retrieving Hong Kong. 


gian Msp hey a Bg Preliminary Work Committee 


Qian Qichen, Chinese vice premier, foreign minister, 
and chairman of the Preliminary Work Committee for 
the Preparatory Committee of the Hong Kong Special 
Administrative Region, noted that the Preliminary 
Work Committee will work out concrete plans and time 
schedules for work in each specific field. 


What Should We Do If Major Social Disorders Take 
Place in Hong Kong During the Transitiona! Period? 


Deng Xiaoping reminded the CPC's decisionmakers that 
during the period from the “latter stage of the transi- 
tional period” to the final power handover, the most 
important thing for us to do is to maintain stability and 
prevent possible t-oubles in political, financial, and 
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montary fields. To ensure the establishment of a stable 
and strong government of the Hong Kong people, the 
most crucial issue is to select the right person for the 
right job. As regards “opposition factions” which advo- 
cate “democracy and support,” if they create trouble and 
do something harmful to the rule of the central govern- 
ment, the Hong Kong Government should interfere. 
“The Hong Kong Government should be the first to 
interfere,” for there are anti-subversion stipulations in 
the Basic Law. Deng Xiaoping reiterated: “Troops will 
be sent in if major disorders do take place.” 


ae eee Seateese Cie Aepels S Ge Tae Panay 


This writer has also learned in Beijing that Jiang Zemin 
recently pointed out expiicitly: According to the decision 
of the CPC Political Bureau, the agenda of the Third 
Plenary Session is to “discuss several problems con- 
cerning the establishment of the socialist market eco- 
nomic system.” 


The first draft of a report on this subject was just been 
released the other day, awaiting distribution to the top 
leadership for review and suggestions. The second and 
third revisions will be released after amendments are 
made. To work out a document guiding China's future 
economic work, the CPC leadership adopts a very cau- 
tious attitude and carefully solicits opinions from all 
sides. 


Because the authorities have many things to deal with at 
the present stage and also because the formulation of a 
guiding program concerning the establishment of the 
market system involves all fields, the plenary session is 
scheduled to open at a time after autumn. A leading 
cadre who works clovely with the top leadership told this 
writer: Japan's ASAHI SHIMBUN claimed recently that 
the CPC will call its Third Plenary Session in August to 
discuss issucs concerning the rural economy and corrup- 
tion. This report is .otally incorrect, still less the rumors 
from the West that the Third Plenary Session is aimed to 
recall Li Peng. As Jiang Zemin has said, the West has 
already attempted to probe into the CPC top leadership, 
fomented discord, divided the Chinese leadership into 
this or that “faction,” and spread all kinds of rumors on 
a constant basis. In doing all these, they actually have 
ulterior motives behind the scenes. 


“There Is No Gorbachev in China” 


Some hostile forces in the West do noi wish to see a 
strong and peaceful China; therefore, they create—every 
now and then—certain “news” and trouble. Jiang Zemin 
said humorously that the West has tried every means to 
find a Gorbachev in China: when they can find none, 
they want to “create” one. Jiang Zemin solemnly 
declared: China is China, and there is no Gorbachev in 
China. 
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Luo Gan: Li Peng Regains Health, Resumes 
Duties 


OW 1808120593 Tokyo KYODO in English 1150 GMT 
1S Aug 93 


[Text] Hong Kong, Aug. 18 KYODO—Chinese Premier 
Li Peng has recovered sufficiently from a heart com- 
plaint to resume his official duties, a senior Chinese 
official said Wednesday [18 August]. 


The remarks, made at a Hong Kong reception by State 
Council General Luo Gan, contradicted recent 
rumors that Li has suffered a relapse and is preparing to 
step down. 


“Premier Li has regained his health and gone back to 
work,” Luo said. “He has made a good recovery.” 


Li, who reportedly suffered a heart attack last spring, has 
only appeared in public twice since April, fueling persis- 
tent rumors that he will be forced to hand over the 
premiership to Vice Premier Zh» Rongiji. 


Beijing, Hong Kong Papers Carry Li Peng Photo 


[Editorial Report] Beijing XINHUA in English at 0330 
GMT on 19 August transmits the highlights of the 19 
August major Beijing-based newspapers. The press high- 
lights note that “most of the papers carried on the front 
page a XINHUA photo which was taken August 5 and 
features a smiling Chinese Premier Li Peng standing 
with arms akimbo on the beach at the summer resort of 
Beidaihe, in north China’s Hebei Province.” 


The PRC-owned Hong Kong daily WEN WEI PO in 
Chinese on 19 August carries the XINHU4 radiophoto 
of Li Peng in the upper center of page two. Li is pictured 
wearing a sports cap and swimming trunks; a caption 
accompanying the photograph reads: “Li Peng’s latest 
photo: Premier Li Peng at the Beidaihe bathing beach.” 
Other 19 August newspapers published in Hong Kong 
were observed to carry the same photo. 


Li Peng Signs Decree on Civil Service Regulations 


OW 1908062493 Beijing XINHUA Domestic Service in 
Chinese 2132 GMT 18 Aug 93 


[Text] Beijing, 18 Aug (XINHUA)—State Council 
Decree No. 125 of the People’s Republic of China. 


The “Interim Regulations on State Civil Service Person- 
nel,” adopted at the second executive meeting of the 
State Cor:icil on 24 April 1993, is hereby promulgated 
for enforcement on | October 1993. 


[Signed] Premier Li Peng 
[Dated] 14 August 1993 
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Article Defends Decision To Expel Han Dongfang 


HK1908120093 Hong Kong WEN WEI PO in Chinese 
19 Aug 93 p 19 


[“Contributing commentary” by Tai Chi-You (3141 
0679 0645): “Refusing Han Permission To Enter China 
Conforms With Legal Principles”] 


[Text] Nobody has the right to place his individual 
“human rights” above the overall interests of a country 
or a nation. Eefore the relevant departments authorized 
Han Dongfang to receive medical treatment on bail, he 
pledged that, after he went abroad, he would no longer 
engage in activities that would violate the state Consti- 
tution and encroach on national interests. After leaving 
the coutry, however, Han Dongfang—while being con- 
trolled by certain organizations outside China—actively 
engag> i in activities against the Chinese Government 
that were detrimental to the national interest. He vio- 
lated the relevant provisions of China’s Constitution and 
the law on national security. Regarding Han’s applica- 
tion for entering China, the public security organ in 
Guangdong Province decided to deport him in accor- 
dance with the law. 


Han Is a Manipulated Anti-Chinese Tool 


Han Dongfang went to the United States via Hong Kong 
on | September 1992. When he arrived in Hong Kong at 
that time, he claimed that he would “return to China to 
continue pushing forward the democratic movement 
after regaining his health.” When talking about the 
reason behind his return to China at a news conference a 
few days ago, he said: ““When | went abroad last year, I 
indicated that I would return a year later, so 1 am now 
fulfilling my promise.” It is clearly evident that he was 
returning to China to engage in the “democratic move- 
ment,” to push forivard the Western “democratic polit- 
ical system,” to subvert China’s existing system, and to 
confront China’s Constitution and law. 


What role is Han Dongfang, extolled as the “Chinese 
Lech Walesa” by the West and a handful of a \ti-Chinese 
figures in Hong Kong, playing in the Western anti- 
Chinese chess board? Under the cover of “human rights 
diplomacy,” the United States is practicing its hege- 
monism all over the world. Whether on the issue of 
granting MFN treatment to China or at the World 
Human Rights Conference and the recent ASEAN For- 
eign Ministerial Meeting, the United States always forces 
its Western human rights concept, which is characterized 
by interfering in the internal affairs of other countries 
throughout the world, including China and the rest of 
Asia. Naturally, the U.S. “human rights diplomacy” is 
intensely opposed by the Third World and is resolutely 
countered by people in Asian countries and the Chinese 
people. The Western hegemonists headed by the United 
States have chosen a number of lackeys with unique 
features and capabilities from various countries and 
regions throughout the world. Han Dongfang is one of so 
many lackeys choten to be political tools for subverting 
China. 
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obligation as a Chinese citizen to observe China’s Con- 
Stitution in and outside the country. He has been 
reduced to a tool of foreign anti-Chinese forces. He 
illegally participated in the International Human Rights 
Conference in Vienna last month as a “‘nongovernmental 
delegate of China” and acted as a cat’s paw to attack 
China in his speech at the conference. He also attended 
the Geneva International Labor 


Union. Controlled by Western organizations and at their 
arrangement, he met U.S. President Clinton and called 
on him to grant China MFN status with the condition of 
allowing the formation of a liberal trade union, thus 


Committee of the Hong Kong Alliance in Support of the 
Patriotic and Democratic Movement in China who 
plotted his activities, he “broke into a checkpoint” 
among other things. Facing a television station reporter 
on 16 August, he changed his tack—as instructed by the 
manipulator standing behind him—by using “China's 
Beijing Government” as the name of the Chinese Gov- 
ernment in a stiff way, like a pupil reciting a text who is 
afraid of making a mistake. 


He has behaved so badly that he has hardly any of the 
dignity of a Chinese citizen left in him! 

Han Dongfang is not an isolated case, and he is part of a 
political scheme deliberately plotted by Western and 
Hong Kong anticommunist and anti-Chinese organiza- 
tions to ruin ihe Chinese Government's image. In 
approximately 30 days, the Monte Carlo Meeting of the 
International Olympic Committee will be convened. 
This is why Han’s foreign masters have lifted this “pawn 
to cross the river” to intimidate China and have racked 
their brains to find ways to make a major clamor on the 
issue of human rights in an attempt to make a “good 
example” of “China's human rights issue.” 


The so-called Han Dongfang incident, now echoed by 
the Yinhe incident, is aimed at dealing blows to China's 
international reputation and damaging China's interna- 
tional profile so that the results of the voting at the 
International Olympic Committee meeting in Monte 
Carlo on 23 September will be unfavorable to China. 
Through the performance of this anti-Chinese tool who 
has betrayed the natioual dignity, we can see the fero- 
cious intentions of the forces of international hege- 
monism that are hostile to China. 


Viewing the Issue eS ee era 
Constitution and International Law 


Han Dongfang has violated the PRC's Constitution and 
the law on state security and his activities have run 
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counter to the obligations that a Chinese citizen should 
defend with his speech and actions when abroad. 


China’s Constitution provides: “The socialist system is 
the basic system of the People’s Republic of China. 
individual is prohibited.” (Article 1) “The exercise by 
citizens of the People’s Republic of China of their 
freedoms and rights may not infringe upon the interests 
of the state, of society, and of the collective, or upon the 
lawful freedoms and rights of other citizens.” (Article 51) 
“It is the duty of citizens of the People’s Republic of 
China to safeguard the unity of the country and the unity 
of all its nationalities.” (Article 52) “Citizens of the 
People’s Republic of China must abide by the Constitu- 
tion and the law, must keep state secrets...” (Article 53) 
“It is the duty cf citizens of the People’s Republic of 
China to safeguard the security, honor, and interests of 
the motherland; they must not commit acts that are 
detrimental to the security, honor, and interests of the 
motherland.” (Article 54) 


Who can say that what Han Dongfang has done does not 
violate the Constitution? Article 5 of the Constitution 
provides: “All acts in violation of the Constitution and 
the law must be investigated. No organization or indi- 
vidual may enjoy the privilege of being above the Con- 
stitution and the law.” 


Somebody has taken advantage of the Han Dongfang 
incident to make a lot of noise, slandering China for 
“violating international practices,” going against inter- 
national conventions, and “encroaching on another 
country’s sovereignty.” May we ask this “international 
jurist” whether he knows anything about China's Con- 
stitution and whether he has lopsidedly distorted the 
“Convention on the Reduction of Statelessness” due to a 
lack of the scholarly character that an academic 
researcher should possess? 


The “Convention on the Reduction of Statelessness” 
was adopted by the UN General Assembly in 1961, and 
China is not a signatory state. Even so, China's public 
security organs’ decision to deport Han Dongfang also 
conforms to the spirit of this convention and does not 
contravene its stipulations. Section 3 under Article 8 of 
the convention reads: 


“Despite the provision of Section 1 of this article, the 
signatory state may reserve the right to deprive an 
individual of his nationality, if the state expresses its 
intention to reserve such a right when signing and 
undergoing the process of ratification to accede to the 
convention for one or more reasons (reasons stipulated 
at that time in the country’s domestic law) as listed 
below: 


(A) The relevant person goes against his obligation to be 
loyal to the signatory state: 1) in disregard of the signa- 
tory state's explicit prohibition, he provides or continues 
to provide service to a third country, or receives or 
continues to receive remuneration from a third country; 
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or 2) he has acted in a manner which seriously infringes 
upon the vital interests of the said state; 


(B) The relevant person has taken an oath or made an 
official declaration to pledge his loyalty to a third 
country or expressly indicates his determination to deny 
allegiance to the signatory state.“ 


The Chinese Government is not bound by the aforemen- 
tioned provisions but, given Han Dongfang’s universally 
known activity in violation of the Constitution, the 
deportation decision made by the Chinese public secu- 
rity organs conforms with several items of the foregoing 
provisions. This obviously demonstrates that its 
behavior does not ii: the least contravene the abov- 
convention. 


Commentary on Anti-Corruption Struggle 
OW 1908061493 Beijing XINHUA Domestic Service . 
Chinese 1029 GMT 18 Aug 93 


[Commentary (shu ping 6615 6097) by XINHUA 
reporter He Ping (0149 1627): “Oppose Corruption, 
Promote Honesty, and Win the People’s Trust”) 


[Text] Beijing, 18 Aug (XINHUA) —To the Chinese 
people today, the great changes which have taken place 
in last 15 years are unprecedented. We are walking out of 
poverty and backwardness, advancing towards the objec- 
tive of a better life, and shifting from a traditional, 
planned economy to socialist, market economy. Our 
country has made achievements which attract wo7ldwide 
attention. In the face of such historic changes, who 
would not praise from the bottom of his heart the party's 
policy of making the people iich, and support its policy 
of reform and opening up? 


Whoever has the peopie’s support leads the country. 


It is because our party's line, principles and policies 
conform to the people's aspirations and the vast number 
of party members and cadres “are concerned about state 
affairs before others and enjoy comfort after others” that 
our political power has been constantly consolidated and 
our undertakings have thrived. However, just as there 
are dark spots on the sun, there is a shadow cast on the 
background of the brilliant 1 5-year journey by a corrupt 
phenomenon of deviation from the party's purpose, and 
people are deeply worried and anxious about it. A very 
small number of party members, and even leading 
cadres, forgetting that they are “the people’s public 
servants,” have become morally degenerate, manipu- 
lating power for personal ends, neglecting their duties, 
practicing graft and fraud, taking bribes, bending the 
law, and deceiving both their superiors and their subor- 
dinates. According to statistics from the department 
concerned, cases of violation of the law and discipline 
involving leading cadres at and above county and 
departmental level, including major cases involving 
more than one million yuan each, have increased in 
recent years. In the first quarter of this year, 12 graft and 
bribe-taking cases involving more than one million yuan 
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each were investigated by the procuratorial organs, 
double the number for the same period last year. 
This corrupt phenomenon is isolated, but it seriously 
sullies the image of the party and the government, 
adversely affects relations between the party and the 
masses and between the cadres and the masses, corrupts 
social values, and obstructs the sound progress of reform 
and opening up. The broad masses of the people hate it 
bitterly. 

If corruption is not eliminated, the state cannot maintain 
stability. We must be very d- termined. This is the voice 
of the whole party, as well as people across the country. 


9 serve the people wholeheartedly is the purpose of the 

ymmunist Party of China. Working hard, being honest 
in performing official duties, and sharing weal and woe 
with the people are the fine traditions forged by our 
party in its long revolutionary struggle. Our party always 
wages a persistent struggle against all corrupt phe- 
nomena. Comrade Xiaoping exhorted us, even in the 
early stage of reform and opening up: “We should attend 
to reform and opening up on the one hand and combat 
corruption on the other.” Comrade Chen Yun has also 
emphatically pointed out that the style of a ruling party 
has a bear-"g on the party's life and death. The central 
leading coliective, with Comrade Jiang Zemin at its core, 
attaches great importance to improving the party style 
and building a clean and honest government. In the three 
years from 1990 to 1992, discipline inspection and 
supervision organs placed on file and investigated 
707,000 discipline-violation cases, completed the inves- 
tigation of some 650,000 of them, and punished 605,689 
party members and cadres, including 16,005 cadres at 
and above the county and departmental level. 


The crux of the matter is that some localities and 
organizations are not doing their best in implementing 
the central authorities’ anti-corruption decision and 
measures, nor are they strictly enforcing discipline. 
Some of them even shield or intercede for degenerates. 
No wonder people have repeatedly made the following 
appeal: It is necessary to adopt resolute measures to 
vigorously stop corruption, as we did to Liu Qingshan 
and Zhang Zishan [former party secretary and former 
party secretary and special commissioner respectively of 
the Tianjin Area, who were punished by law on embez- 
ziement charges in 1951] during the early stages of the 
People’s Republic, so as to heighten the morale of both 


the party and the people. 


In the face of these negative, corrupt phenomena, we 
must have a sober understanding and see the seriousness, 
harmfulness and urgency of the problem. At the same 
time, we should also see that the anti-corruption struggle 
is a long-term and arduous task, not the work of a single 
day. It is because the establishment and perfection of the 
socialist market economy needs a long time and is part of 
a complex and arduous process that the emergence of 
corrupt phenomena is, to a great extent, an expression of 
a certain “disorderliness” caused by the absence of a new 
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code of conduct during the change from the old system to 
the new one. In other words, it reflects the fact that, in a 
certain sense, our reform has not yet been deepened nor 
carried out in a coordinated way, and the socialist 
market economy is not yet perfect. For this reason, in 
order to eliminate corruption, we must further accelerate 
reform, proceed from a macroscopic point of view, and 
deal first with the root of the problem. While persistently 
carrying out an ideological education, we should pay 
attention to major issues which affect the overall situa- 
tion, such as legislation, policy, structure, system, super- 
vision and management. We should find a new way to 
not just redress the problem temporarily, but get at its 
root—a way which relies on deepening reform, formu- 
lating rules and regulations, and perfecting democracy 
and the legal system rather than launching a political 
movement. 


We have already noticed that the party and government 
organizations in some localities, while enforcing disci- 
pline to combat corruption, have also made great efforts 
to formulate rules and regulations to improve the party 
style and build a clean and honest government. They 
have enacted a number of rules and regulations on party 
discipline and supervision to ensure honesty and self- 
discipline among leading cadres of party and govern- 
ment organizations, and the rules and regulations have 


begun to yield good results. 


We have reason to believe that with the deepening and 
acceleration of reform, with the establishment and per- 
fection of the socialist market economy, and with the 
further strengthening and development of democracy 
and the legal system, Chinese communists, who have 
gone through all kinds of hardships, will certainly be able 
to produce an up-to-standard score in the new historic 
test which has a bearing on the life and death of the party 
and the state. 


Symposium on Mao Zedong Opens in Changsha 
OW 1908084093 Beijing XINHUA in English 0829 
GMT 19 Aug 93 


[Text] Changsha, August 19 (XINHUA)—A symposium 
on “The Late Chairman Mao Zedong and Contemporary 
China” opened in this capital of Hunan Province 
Wednesday [18 August]. 


The symposium, marking the centenary of the birth of 
Mao Zedong in Shaoshan village, also in Hunan, is 
sponsored by universities and colleges in Beijing and 
Hunan, the China Society for Education in Chinese 
Revolutionary History, and the Central-South China 
Engineering University. 


More than 150 lecturers and experts in Mao Zedong 
Thought and Marxism-Leninism are attending the sym- 
posium. They are from over 110 institutions of higher 
learning in 28 provinces, municipalities and autono- 
mous regions. 
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The participants will exchange views on Mao’s theories 
on economics, politics, military and diplomatic affairs, 
education, culture and ideological work, especially his 
theory on building a socialist country with Chinese 
characteristics. 


Reformist Village Chief Jailed Over Death of 
Worker 


HK1908043693 Hong Kong THE STANDARD in 
English 19 Aug 93 p 12 


[Report by Agnes Cheung] 


[Text] Yu Zuomin, an economic reform pioneer and 
China’s richest village chief until his arrest, has been 
jailed for various charges including participation in the 
torture and killing of a worker. However, Chinese 
sources did not say how long he will be in jail but the 
sentence on Yu, also chairman of the Daqiuzhuang 
Agricultural, Industrial and Commercial Corp, is 
expected to be published tomorrow. It is believed the 
former party head of Dagiuzhuang village received 
between 15 and 20 years from the people’s court in 
Tianjin. 

The sources said central and Tianjin authorities had sent 
more than 60 people to Dagiuzhuang after Yu's arrest, to 
put the village’s accounts in order. “The working team 
found the village had only a few hundred million yuan 
when it cleared the accounts, far lower than the 4.8 
billion yuan (about HK$6.24 billion) Yu had reported to 
higher authorities,” a source said. 


More than 50 cadres at different levels were removed 
from their positions as a result of the “rectification”, the 
source said. Yu’s company is now headed by his nephew, 
who was named general manager to run the enterprise 
after Yu’s son and the company’s deputy chairman were 
arrested. 


Yu was seized on 15 April on charges including shielding 
criminals and perverting the course of justice in the case 
of the late Wei Fuhe. Sources said Yu was also likely to 
be held responsible for the torture of Wei, a company 
employee in the village. 


Social Order Control Theory Seminar Ends in 
Harbin 


OW 1908124593 Beijing XINHUA Domestic Service in 
Chinese 1346 GMT 10 Aug 93 


[By reporter Liu Yuxun (0491 3768 8113)] 


[Text] Harbin, 10 Aug (XINHUA)—A seminar on the 
theory of comprehensive control of social order, which 
ended today, called on all areas to further intensify study 
of the theory and to explore effective new ways to control 
social order in the process of transition to a market 
economy by integrating the effort with local realities. 


The meeting opened in Harbin on 7 August. The respon- 
sible comrades of the General Office of the Central 
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Commission for Comprehensive Control of Social Order 
and the general offices in charge of comprehensive 
control of social order of some provinces, autonomous 
regions, municipalities, and cities with i::\dependent eco- 
nomic decision-making authority and directly under 
state control, together with relevant experts in China, 
discussed the theory of comprehensive control of social 
order. The meeting believed that the basic contents and 
ideology of the policy on comprehensive control were 
continuously amplified and achieved marked successes 
during practice in recent years after they had been 
initially worked out by the party Central Committee in 
1979. 


The meeting pointed out: A number of new situations 
and new problems cropped up and the factors affecting 
social order and social stability increased in the process 
of establishing a socialist market economic system. 
Many problems were caused by adjustment of economic 
interests or by abnormal economic life at some areas, 
departments, and enterprises. We must have a clear 
understanding of these new situations in theory and 
provide a clear- cut orientation for control of social 
order, or we will land ourselves in a passive position. At 
present, theoretical study in this respect still does not 
meet the needs of our work. 


The meeting required those who study the theory of 
comprehensive control of social order to further define 
the guiding ideology, earnestly study the effective new 
ways created by the masses in practice as well as their 
new experiences, not to practice rigid uniformity in 
work, and draw up specific measures suited to their 
respective characteristics by integrating the central 
authorities’ requirements with the actual conditions at 
their respective areas and departments. Meanwhile, the 
meeting decided on the main course for theoretical study 
to pursue for some time to come, such as the omnidirec- 
tional influence of a socialist market economy over 
control of social order, the starting point of the basic 
course for comprehensive control of social order, the 
need for adjustment [of such a basic course] under the 
conditions of a socialist market economy, and so forth. 


Economic & Agricultural 


Statistics Bureau: Industrial Growth Slows in Jul 


OW 1908132593 Beijing XINHUA in English 1257 
GMT 19 Aug 93 


[Text] Beijing, August 19 (XINHUA)—China’s indus- 
trial growth slowed down last month, a sign that macro- 
control of the over-heated economy is having initial 
success. This was stated here today by the government’s 
Statistics Bureau. 


Industrial enterprises at and above rural township levels 
generated output value of 286.3 billion yuan last month, 
up 25.1 percent over the same period of 1992—but down 
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5.1 percentage points from June. Daily output value 
dropped by 15.4 percent in July over the previous 
month. 


But the overall economic surge in the past seven months 
was still quite strong—the total industrial output value 
reached 1,951 billion yuan, an increase of 25.1 percent 
over the same period of 1992. The output value of 
state-owned industry grew by 9.7 percent, and that of 
collectively-owned by 44.5 percent; output value from 
enterprises under other forms of ownerships rose by 69.6 


percent. 


Positive changes have also occurred in other aspects of 
the economy, the bureau reported. 


One is the lower number of investment projects in fixed 
assets. In July, the number of new capital construction 
projects and new renovation projects diminished by 
6,372 from June. The proportion of investment in new 
projects declined from 36.6 percent in June to July’s 31.6 
percent. Investment in building commercial houses at 
9.1 billion yuan was also down. 


Yet, according to the figures, the consumer commodity 
market remained brisk and stable. July saw retail sales 
increased by 26.5 percent over the same period last year 
to reach 108.76 billion yuan. The supply and demand of 
capital goods were better balanced. 


The report said that, due to the rise in interest rates, 
bank deposits grew strongly, as new bank deposits by city 
and rural residents in July stood at 40.5 billion yuan, up 
26.9 billion yuan over the same period of 1992. 


Previously dropping exports also recovered in July: up 
6.5 percent over the same period last year to gain 7.627 
billion U.S. dollars—but in June, they were down 9.1 
percent. The customs service also reported that July’s 
imports totalled 8.762 billion U.S. dollars, up 39.6 


percent. 


But the statistics bureau warned that the positive effect 
for the economy is only starting: investment in fixed 
assets is still too large. 


And there was no halt in the price hike. The price index 
of retail sales was up 10.8 percent from January to July 
over the same period last year, while workers’ living cost 
was up 14 percent. 


Nationwide ‘Strain’ on Credit Remains 


HK1908083793 Hong Kong MING PAO in Chinese 
18 Aug 93 p 14 


[Report by staff special correspondent Yu Chun-jen 
(0060 2504 0088): “‘Nationwide Strains on Credit Have 
Not Yet Been Eased, and There Is Still a Shortage of 
Funds for Key Construction Projects”’] 


[Text] After the deadline of 15 August set by the central 
authorities for all banks to screen and recall funds lent, 
China’s special banks reported good achievements in 


12 NATIONAL AFFAIRS 


recalling funds. However, there is still a shortage of funds 
for key construction projects and the nationwide strain 
on credit has not yet been eased. 


According to authoritative sources, apart from the loans 
for railway construction, which are basically guaranteed, 
the increase in the loans granted in other fields has been 
lower than for the same period last year. According to the 
state’s credit plan, the Bank of Construction, which is 
responsible for credit for China’s capital construction, 
will grant loans of 56.85 billion yuan for fixed assets, of 
which 80 percent will be earmarked for the state’s key 
construction projects, an increase of around 12 billion 
yuan over the previous year. However, even if the bank 
can fulfill the savings deposits plan on schedule, it will 
only have around 15 billion yuan available, which is 
33.56 billion yuan short for meeting the loans it has 
promised for fixed assets. 


A sharp drop in savings deposits, particularly by enter- 
prises, is the essential reason for the shortage of funds. 
First, because of the large number of construction 
projects in all localities where bank loans and capital 
construction funds are not ensured, the building units 
had to use large amounts of their self-raised funds; 
second, because of the drastic price hikes for building 
materials and production equipment, the working cap- 
ital used by the construction units and building enter- 
prises for storing materials and normal operation has 
correspondingly increased; and third, a number of local- 
ities and units have mustered funds merely for the sake 
of running tertiary industry and economic entities, 
which has affected the granting of bank loans as well as 
transferring existing deposits savings. According to sta- 
tistics, savings deposits by enterprises in the Bank of 
Construction in the first half of this year were 31.7 
billion yuan less than for the same period last year. For 
this reason, although savings deposits in the first half of 
this year increased by 5.9 billion yuan over the same 
period last year, the general trend indicates a negative 
growth. It has been reported that China’s special banks 
have held meetings one after another in recent years, 
urging all branches to step up efforts to grasp savings 
deposits and regard this as their primary task. The 
branches proposed one measure after another on 
extending business hours, increasing the categories of 
savings, and improving the quality of services in order to 
attract savings deposits. The banks in all localities also 
introduced lucky drawings with prizes of cars and houses 
to attract savings. 


Under the circumstances of the increasing shortage of 
funds and the slow rate of savings deposit and loans, it is 
said that some banks have introduced new “‘five prohi- 
bitions” measures, which reiterate: First, use of bank 
credit and loan funds to engage in real estate, stocks, and 
futures speculation is prohibited; second, collecting com- 
mission and handling charges for funds lending and 
credit activities is prohibited; third, the making of false 
accounts and balance sheets is prohibited; fourth, prac- 
ticing fraud, bypassing the scope of loans, and increasing 
the loans for capital construction are prohibited; and 
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fifth, drawing “bouncing” checks, using interbanking 
funds, and undermining discipline are prohibited. 


While stressing the “prohibitions,” it is said that those 
who vio!ite discipline and regulations will be sternly 
punished. 


Despite the rectification of the financial order, economic 
experts in Beijing hold that the situation is still tense. 
There will probably be indications of the effects of the 
current rectification by the end of the year. 


Vice Minister Announces New National Audit 


OW 1908015393 Beijing XINHUA in English 1358 
GMT 18 Aug 93 


[Text] Beijing, August 18 (XINHUA)—An annual 
nationwide check on tax payments, accounting and com- 
modity prices will get started right away, it was 
announced here today. 


Vice Finance Minister Jin Renging mapped out details 
here today to a meeting of inspection chiefs from pro- 
vincial administrations of taxation, auditing, pricing and 
industry and commerce. 


According to Jin, the upcoming inspection will focus on 
tax and profit payments, the implementation of state 
financial regulations, and on illicit purchasing of state- 
controlled commodities. 


The check-up is also designed to root out any violations 
of the state’s ban on unauthorized tax exemption or cuts. 


Special attention will be paid to price policies in rural 
areas and the implementation of government orders to 
ban illegal charges levied on farmers. 


This year’s inspection will be carried out in two stages: A 
self-review, and sample government checks which will 
last till the end of this year, Jin said. 


The sample checks will cover over 40 percent of all 
enterprises and units. 


China began yearly national audits in 1985. The move 
aims to boost state revenues by countering slackened tax 
collection procedures, strengthening controls on 
accounting methods and curbing increasing government 
spending. 


Over the past eight years, revenues the state recovered 
through the check-up have amounted to over 63 billion 
yuan, or nearly 8 billion yuan every year. 


From this year on, the government will involve more 
certified public accountants and state registered auditors 
in the process, and gradually these specialized economic 
supervisors will become responsible for the audit, the 
vice finance minister said. 
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Product Quality Promotion Teams To Meet in 
Beijing 

HK 1908042093 Beijing CHINA DAILY in English 
19 Aug 93 p 3 


[By staff reporter Ma Zhiping: “Quality Team Sells New 
Law’”’] 


[Text] Teams that are criss-crossing the country to pro- 
mote product quality will meet on August 27 in Beijing. 


The 40-day campaign, started in mid-July, is paving the 
way for a new product-quality law which goes into effect 
on September 1, says Li Zhimin, Deputy Director of the 
State Bureau of Technical Supervision. 


The four teams have so far covered more than two-thirds 
of their 20,000-kilometre route through 23 provinces, 
autonomous regions and municipalities. 


“Though their mission has been to popularize the 
upcoming product-quality law, they find themselves 
buried in consumer complaints wherever they go,” Li 
says. 


Hearing that a group of journalists and quality supervi- 
sors have arrived at Fuzhou, six farmers from the 
suburban area moved their new but poorly made trucks 
to a roadside they say they expect the group would be 
passing. 


Four hours later, the farmers finally met the group and 
registered their complaints. Likewise, this team was 
stopped many times on the way from Fuzhou, in Fujian 
Province, to Wenzhou, a coastal city in Zhejiang Prov- 
ince. 


Chinese consumers’ sense of outrage has heightened 
considerably, the teams say. The commandos find that 
public awareness of what constitutes quality still has a 
long way to go, especially when it comes to industrial 
products, says an official from the Chinese Central 
Television Station, which co-sponsored the drive with 
the State Economic and Trade Commission and the 
State Bureau of Technical Supervision. 


The official says some factory managers have little sense 
of product quality. At a township enterprise making coat 
materials in north China, basic quality testing devices 
and quality standards were unavailable. 


“We don’t bother about quality. That’s the duty of 
quality- control centres,” the manager was quoted as 
saying. 


In another case, a factory in southwest China labelled its 
products—electric-cable—as made in Beijing and 
Tianjin in order to make them more marketable and 
higher priced. 


A two-hour evening party un August 27 in Beijing will 
kick off the new law. Partygoers will discuss progress and 
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problems concerning China’s quality control in various 
production sectors as well as compare notes of their 
tours. 


State officials will be invited to the party to answer 
questions and complaints, which are expected to reach 
the gathering through the special 93’ quality hotline, 
telephone number 491-2233. 


Also at the party, the Ministry of Public Security will 
issue a wanted circular for outlaws who have committed 
serious crimes by producing fraudulent goods. 


To add to the quality campaign, the organizing com- 
mittee has also arranged seminars. 


The quality campaign is a resumption of last year’s, 
which was warmly received by the public. 


ap: he poem in Infrastructure Projects To 
Be ed 


HK1908072293 Hong Kong CHING CHI TAO PAO in 
Chinese No 32, 16 Aug 93 p 11 


[From the “China Economic News” column: “Foreign 
Businessmen Allowed To Run Part of a Highly Monop- 
olized Market’) 


[Text] An official in charge of the State Planning Com- 
mission revealed that the Chinese Government recently 
worked out and began to implement a new policy, 
allowing foreign businessmen to contract certain impor- 
tant infrastructure construction projects with their 
investment in China. After their completion, the projects 
will be managed and operated by the foreign firms within 
the 15 years or so contract period, and the Chinese side 
will only collect taxes from them. The projects will return 
to the Chinese side after the contract period. 


The official said that as China will allow foreign inves- 
tors to enter the energy, communications, and other 
markets, which were highly monopolized by the state in 
the past, foreign capital will be able to enter spheres such 
as electric power plants, railways, highways, and com- 
munications. They will be allowed not only to contract 
projects but also to provide China with technology, 
equipment, and management personnel. China will also 
allow foreign firms to participate in the development of 
projects related to those they have invested in, such as 
the construction of relevant expressways and railways 
and the development of commerce, real estate, adver- 
tising, and other tertiary industrial businesses. 


It was learned that the new policy was formally put forth 
recently when China was working out a plan for devel- 
opment and opening of the areas along the Chang Jiang. 
Some areas along the river in Hubei and Hunan have 
already applied this new policy in the construction of 
water transportation facilities such as ferries and piers. 
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Free Trade Zone Development Highlighted 


OW 1708150293 Beijing BEIJING REVIEW in English 
No 31, 2-8 Aug 93 pp 14-19 


[Article by staff reporter Li Rongxia: “Free Trade Zones 
in China”; first paragraph is BEIJING REVIEW intro- 
duction] 


[Text] Acting according to Deng Xiaoping’s advice to 
“‘build more Hong Kongs,” China has since 1990 estab- 
lished 13 free trade zones in coastal cities and cities 
along the Yangtze River. These free trade zones have 
many of the features of free ports. 


Free ports are special tariff zones which operate with the 
highest degree of openness. In the world today, there are 
600-odd free ports, plus over 4,000 free trade zones. 
Their trade value accounts for 25 percent of the world’s 
total. 


Various countries in the Asia-Pacific region involved in 
implementing economic development plans have 
regarded the strategy for developing free ports as the 
precursor and pillar of their national economies. They 
feel that such a strategy will place them in a favorable 
position in the new pattern of economic development in 
the Asia-Pacific region. 


Conditions are already ripe for China to develop free 
ports in the 1990s. The political situation in China is 
stable, its legal system has been updated and its economy 
is developing by leaps and bounds. China also has many 
favorable harbors along its 18,000-km coastline, and the 
Shanghai Oceangoing Co. has established a container 
transport network stretching across the whole of the 
Pacific Ocean. The loading and unloading equipment, 
and technology and techniques used in Shanghai, 
Tianjin and other harbors have reached or are fast 
approaching advanced world levels. 


In opening free ports, China has established some closed 
free trade zones, and will set up more in future. They are 
expected to be expanded to cover the entire harbor and 
city. This strategy is part of China’s efforts to implement 
Deng Xiaoping’s concept of “building more Hong 
Kongs” in China. 


Free Trade Zones 


In 1990, the Chinese government approved the estab- 
lishment of the Waigaogiao Free Trade Zone in 
Shanghai. This was followed by construction in 1991 and 
1992 of 12 others in Tianjin, Shenzhen (Futian and 
Shatoujiao), Dalian, Guangzhou, Zhangjiagang, Xia- 
men, Haikou, Qingdao, Ningbo, Fuzhou and Shantou. 


The largest free trade zone covers 10 square km, with the 


smalles' ering only 0.2 square km. Although newly 
estab! vey are nonetheless filled with vigor and 
vitalit yzers and transport vehicles roar day and 
night he blue wire fences of the closed zones. 


nplexes, factory buildings and warehouses 


High-ris 
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have mushroomed and Chinese and overseas busi- 
nessmen continue to pour into the zones in a continuous 
stream, thus adding to the already bustling scene. 


China’s free trade zones are virtually special economic 
zones which have opened wide to the outside world, 
benefited from preferential policies, and assurned the 
lead in establishing links to the global market. Registered 
Chinese and foreign enterprises in closed management 
zones can engage in international entrepot trade, and 
export processing and warehousing. Goods passing 
through the free trade zones are exempt from import 
licences and tariffs. In addition, foreign financial and 
insurance organizations are allowed to operate in the free 
trade zones. The free trade zones institute spot exchange 
management systems and allow the free circulation of 
foreign currencies. Foreign exchange income from busi- 
ness activities can be retained by the business and used 
freely in the zone. 


The free trade zones, which have adopted special pref- 
erential policies, have «.tracted the great interest of 
Chinese and foreign businessmen. 


The Waigaogiao Free Trade Zone in Shanghai, the largest 
free trade zone in China in terms of area, covers 10 
square km. First- phase construction in the zone involves 
an area of four square km, of which 2.83 square km is 
considered a closed and segregated area. The zone is 
divided into several sectors, including a storage area, a 
free trade management center and an export processing 
area. 


The zone, which went into operation in April of this 
year, is a free trade area focusing on international and 
entrepot trade, supplemented by storage, transportation, 
finance, and estate and export processing businesses. 
Statistics show that by the end of June this year, the zone 
had attracted over 600 investment enterprises, with 
contracted investments reaching U.S.$1.9 billion. Trade 
enterprises accounted for two-thirds of the total number, 
with the remainder being foreign-funded enterprises. 
Tax exemptions granted for materials imported by enter- 
prises for their own use and for bonded materials totalled 
90 million yuan. The entrepot trade, which is centered 
on motor vehicles, photocopiers and rolled steel, 
recorded a trade volume of U.S.$15 million. A large 
number of overseas firms have located in the zone, 
including Ittoman, Mitsui and Mitsubishi from Japan, a 
British company, the 3M Co. from the United States and 
two major companies from Taiwan. Products manufac- 
tured by a number of Sino-foreign joint ventures such as 
the JVC Co. Ltd, a Sino-Japanese joint venture, and a 
jewelry company have been exported to Hong Kong and 
Japan. At the same time, land transfers have been brisk 
and 124 letters of intent and official contracts involving 
over 1.2 million square meters have been signed. A 
financial center involving eight financial institutions has 
been completed. 


The Ningbo Free Trade Zone, which covers 2.3 square 
km, was set up on November 19, 1992, following 
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approval by the State Council. On February 28, 1993, 
the first-phase development area of 1.2 square km was 
certified by the General Administration of Customs. 
Within two short months, the zone had attracted and 
registered 145 Chinese and overseas enterprises, with 
investments reaching 1.55 billion yuan. The Ningbo 
Taiping International Trade and Through Transport 
Co., one of the first enterprises registered in the zone, has 
taken advantage of the zone’s closeness to Beilun Harbor 
Container Dock and used the free trade zone’s sites to 
handle import and export goods. A 33-storied financial 
center and a 27-storied commercial and trade center will 
be constructed in the near future. 


The Zhangjiagang Free Trade Zone, located in the lower 
reaches of the Yangtze River, is the only inland river 
port free trade zone in China. The zone is designed to 
provide a link to the Shanghai Pudong Development 
Area in the east and to help accelerate development and 
opening of the Yangtze River valley. Since October 16, 
1992, following State Council approval, both Chinese 
and foreign businessmen have streamed to the zone. A 
Hong Kong firm and a company from Taiwan have 
located in the zone. Some 10,000 Chinese and overseas 
businessmen have visited the zone, as members of some 
640 fact-finding groups. Thus far, more than 60 letters of 
intent, with a contracted investment approaching 
U.S.$500 million, have been signed. The over 20 con- 
tracts already signed are valued at 2.45 billion yuan, 
including U.S.$288 million in foreign capital. Ceremo- 
nies to mark the laying of foundation stones have been 
held for the first group of 10 projects, including the 
48-storied free trade zone building which will cost 
U.S.$100 million. 


The Shenzhen Shatoujiao Free Trade Zone, the smallest 
free trade zone in China, covers an area of only 0.2 
square km. The zone began operations last September 
after receiving certification from the General Adminis- 
tration of Customs. The zone focuses mainly on high- 
tech processing projects, and by March this year some 62 
enterprises had commenced operations. At present the 
zone has approved 120 enterprises which now have a 
combined industrial output value of over 700 million 
yuan. A continuous stream of businessmen from Hong 
Kong, Macao and Taiwan, as well as those from other 
countries, have set up joint ventures in the free trade 
zone. Currently, foreign capital accounts for 60 percent 
of total investments in the zone and the proportion of 
products exported abroad has reached 90 percent of the 
total. 


The Fuzhou Free Trade Zone, which went into operation 
on January 17 this year, covers 1.8 square km. First- 
phase development involves an area of 0.8 square km. 
The Customs Supervision Building has been,completed, 
and 37 enterprises with total investments of U.S.$150 
million have been located in the zone. 


The Qingdao Free Trade Zone was approved by the State 
Council on November 19, 1992. The zone went into 
operation after receiving certification from the General 
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Administration of Customs. Construction in the 2.5- 
square-km zone will be carried out in two stages. Foreign 
businessmen from the United States, Germany and 
Hong Kong have come on fact-finding tours and talks on 
investment projects. Some 13 enterprises, with total 
investments of U.S.$31.14 million, have been approved 
to date. 


The Guangzhou Free Trade Zone was established on May 
13 last year after receiving State Council approval, and 
commenced operations in May this year after receiving 
certification from the General Administration of Cus- 
toms. The zone, which covers 1.4 square km, handles 
international trade centered on entrepot trade. It also 
focuses on the establishment of a bonded capital goods 
market, a futures market and international finance. The 
Guangzhou Free Trade Zone has approved 47 entrepot 
trading enterprises and warehousing projects, with total 
investments running to U.S.$107 million, some U.S.$46 
million of which involves foreign capital. 


The Tianjin Free Trade Zone will be discussed in a later 
report. 


Construction of free trade zones in China is still in the 
initial stages. However, the rapid development And the 
increasing influx of foreign capital clearly reveals their 
operational feasibility. The establishment of the free 
trade zones in coastal areas is not only a salient feature of 
China’s opening to the outside world, but also shows the 
opening process is improving and substantial adjust- 
ments are being made. 


Flash Point in 90s 


Some economists summarize the two main flash points 
in China’s effort to open to the outside world as follows: 
The 1980s saw the establishment of special economic 
zones, while the 1990s witnessed the rise of free trade 
zones. 


The establishment of special economic zones and eco- 
nomic and technological development zones in the 
1980s resulted in an expanded opening pattern from 
coastal areas and provinces along the Yangtze River, to 
border regions and inland areas. The rising number oi 
free trade zones opened in the 1990s has propelled the 
opening effort in coastal areas to new heights, thus 
becoming a second flash point of the economic interna- 
tionalization of the areas. 


Zhao Qizheng, deputy mayor of Shanghai, said that if 
China wants to modernize its economy, it must realize 
the importance of internationalization. This requires 
developed coastal areas take the lead to merge domestic 
markets with international markets. Free trade zones are 
the first areas to mix the Chinese economy with the 
international economy. The zones, which have main 
tertiary industries such as trade, finance, warehousing 
and information services, comprehensively link 
domestic markets with international markets, rather 
than simply concentrating on processing. 
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Although still in their infancy, free trade zones have 
already added great impetus to economic development 
in China. 


—Using international trade as guide, they have pro- 
moted the accelerated development of foreign trade. 
According to an official from the Ministry of Foreign 
Trade and Economic Cooperation, China’s traditional 
foreign trade policy was to export what it had and 
import only what it needed. Now, however, free trade 
zones have broken that tradition by increasing multi- 
lateral international trade. The Tianjin Zhongfa 
Bonded Service Co. Ltd. earned a profit in the transit 
trade by selling U.S.$13 million worth of Japanese 
goods to the U.S. market. Some 28 bonded warehouse 
companies have opened in the Xiamen Special Eco- 
nomic Zone. In 1991, they handled 228 shipments of 
transit goods valued at over 600 million yuan, and 
earned a profit of U.S.$14.34 million on a total import 
and export volume of U.S.$2.4 billion. Free trade 
zones have evolved into centers which collect and 
distribute international trade goods, thus avoiding 
miscellaneous quotas administered under the 
licensing system and saving prepaid customs duties. 
Color TV sets, kinescopes and Pierre Cardin garments 
exported through bonded warehouses by Tianjin com- 
panies such as the Philips Co., the Matsushita Co. and 
the Tianjin Jintak Co., are duty free. The companies 
bypass lengthy bonding procedures, and are able to 
settle accounts immediately after their goods enter a 
bonded warehouse, thus reducing export risks and 
accelerating the circulation of funds. Many foreign 
businessmen and Sino-foreign joint ventures are 
delighted to use the services of the bonded warehouses 
to expand their export volume. 


Bonded warehouses also provide many conveniences for 
owners of cargo. For example, each year, the Ministry of 
Agriculture imports large quantities of farm chemicals. 
In the past, a three-month period was needed between 
when the order was placed and when it was received. 
Such a lengthy delay often resulted in missing the right 
farming season. Bonded warehouse companies handle 
such shipments in much less time, requiring only one 
week for imported chemicals to reach their final desti- 
nation. The rapid transfer of goods results in great 
savings on fees for harbor transportation and insurance. 


Free trade zones also function as display centers for 
commodities, thus they have evolved into information 
services centers serving both the seller and the buyer. In 
only a couple of years, trade and transactions have 
become much more flexible and efficient. 


—The zones also absorb domestic and foreign capital 
which helps to accelerate economic developiiient. Free 
trade zones have become important forces in spurring 
local economic development. Since (}:ina established 
free trade zones large numbers of dome isc «f<! !ureign 
investors have entered into negotiations on invest- 
ment projects. The Shanghai Waigaogiao Free Trade 
Zone has attracted U.S.$1.6 billion in foreign capital, 
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while the Tianjin Harbor Free Trade Zone has 
attracted U.S.$1.2 billion. The Dalian Free Trade 
Zone, founded in May 1992, has approved 38 projects, 
with registered capital of U.S.$100 million. Many 
large international enterprises have also expressed 
great interest in the country’s free trade zones. And 
some have already located in free trade zones. Even 
before they publicly offered businessmen the chance 
to locate in their zones, the Guangzhou and Fuzhou 
free trade zones had received letters of intent from 
over 100 interested parties. At present, China has 13 
free trade zones, with total investments of well over 
U.S.$3 billion. The effort to attract even more busi- 
nessmen continues. 


The founding of free trade zones in coastal harbors has 
accelerated the development of industry, trade, ware- 
housing and related services, and has promoted local 
economic prosperity. In terms of bilateral cooperation 
and exchanges, many foreign investors have used equip- 
ment or technology to cover their share of the invest- 
ment, thus enhancing the technical and managerial level 
of China. In addition, the consciousness of Chinese 
citizens concerning the opening and marketing effort has 
been further strengthened, a fact which is conducive to 
the deepening of China’s reform and opening effort, and 
a catalyst for accelerated economic development. 


—The zones provide more jobs, and promote circulation 
of talent. Viewed on a global scale, free trade zones 
provide some 20- 30 percent of the total employment 
in countries having such zones. China’s free trade 
zones are still in their infancy, and plans for future free 
harbors are still in the preliminary stages. However, 
the development trend clearly shows that such zones 
have a great potential for increasing employment. 
Processing enterprises, trade companies and ware- 
houses in various free trade zones have already created 
many new opportunities for employment. 


Existing Problems 


In the midst of a desire to establish free trade zones in 
coastal areas, various government departments are 
developing new plans for China to open even wider to 
the outside world. 


The Italian city of Genoa was the birthplace of the 
world’s first free trade zone some 400 years ago. How- 
ever, free trade zones are new to China, and we are 
lacking in practical experience. Even though spectacular 
progress has been made in establishing free trade zones 
over the short span of two years, many contradictions 
still remain, and problems continue to surface during the 
developmental process. Such problems must be 
addressed and solved at the earliest Possible date. 


Certain problems must be addressed immediately: 


Firstly, the type of administrative structure has not yet 
been determined. The question remains whether admin- 
istration should be the responsibility of harbor authori- 
ties, the local government, or a concerned company, and 
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whether the system should be administrative manage- 
ment or business administration. Current administrative 
structures and operating modes have failed to get rid of 
the influence of the traditional system, thus making it 
quite difficult to maintain a highly efficient operation. 


Next, how many government departments are appro- 
priate? The government must establish a unified stan- 
dard for this. The common international practice is for 
customs departments alone to supervise and control free 
trade zones. However, the administration of free trade 
zones in China is quite different, with industrial and 
commercial departments, commodity inspection depart- 
ments, and animal and plant quarantine departments 
sharing administrative responsibility with the customs 
departments. As a result of the lack of unified regula- 
tions, free trade zones often face operational difficulties. 


Finally, the government must draft unified laws and 
regulations governing free trade zones. If the government 
fails to formulate wnified regulations concerning trade 
taxes in free trade zones, it will be difficult to avoid the 
phenomenon whereby free trade zones will become 
engaged in a price war to lower prices in order to gain an 
edge in the competition for attracting businessmen. 


Other conspicuous problems include how to define the 
industrial structure and policies in free trade zones, how 
to control the Renminbi exchange rate, how to perfect 
supporting policies and strengthen laws and regulations, 
how to improve the out-of-date supervision and control 
structure of customs departments, and how to overcome 
the shortage of ialented people. 


Another problem worthy of great attention is how to 
avoid the phenomenon of large numbers of localities 
blindly constructing free trade zone. Many authorities 
point out that free trade zones require much higher 
objective and subjective conditions. Cases of free trade 
zones failing are far from a rare occurrence worldwide. 
With this in mind, the State Council’s Office in Charge 
of Special Economic Zones issued a directive stating that 
free trade zones already approved must work diligently, 
all the while striving for complete success. Temporarily, 
the number of free trade zones will be limited to the 13 
already in operation, and the scale of the existing zones 
will, in principle, remain the same. 


Concerned experts have conducted numerous fact- 
finding missions, conducted countless studies and par- 
ticipated in an untold number of discussions concerning 
free trade zones. They suggest the following plan for 
improvement. 


—Determining the administrative structure. A harbor 
administration directly under the supervision of the 
government is suitable for this stage of development in 
China. At present, with the exception of the Tianjin 
Harbor Free Trade Zone which is administered by 
Tianjin Harbor itself, other free trade zones are 
administered by administrative bodies composed of 
related, government departments, or by companies. 
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While experts prefer the harbor administration struc- 
ture, they do not rule out the use of special institutions 
organized by government departments to administer 
large-scale free trade zones. However, they do advo- 
cate that harbor authorities participate in the admin- 
istration. At the same time, unnecessary administra- 
tive interference must be reduced to a minimum. 


—Standardizing customs administration and control. 
Free trade zones in China do not enforce tariff and 
customs controls. However, customs administration is 
of the utmost importance. The goals of customs 
administration are to encourage free trade zones to 
strengthen ties with other parts of China and the 
outside world, that state sovereignty will not be vio- 
lated, and guarantee that the state receives appropriate 
tax revenue. Therefore, we must do everything pos- 
sible to simplify the customs administrative proce- 
dures and enhance work efficiency. At the same time, 
we must rigorously control and administer tariff areas 
to prevent smuggling. 


—Laws and regulations suitable to conditions in China 
must be drafted in line with international standards. 
The Tianjin Harbor Free Trade Zone has instituted 
over a dozen highly effective laws and regulations, a 
move which should be emulated by free trade zones 
across the country. 


—The investment scale in different stages of develop- 
ment should be defined according to the unique con- 
ditions of each individual free trade zone. Efforts 
should be made to attract industries that use relatively 
advanced technology in order to create a high added- 
value, as well as those which offer products popular in 
international markets. The industrics should also 
create more employment opportunities, and have the 
capability of earning ever-increasing amounts of for- 
eign currency. In addition, the industries should also 
be beneficial to the environmental balance. 


New Regulations on Barter Trade Publicized 


HK1808150393 Hong Kong CHING CHI TAO PAO in 
Chinese No 31, 9 Aug 93 p 27 


[From the “‘China Economic News’’ column: 
“MOFTEC’s New Regulations on Barter Trade”’] 


[Text] Recently, the Ministry of Foreign Trade and 
Economic Cooperation [MOFTEC] laid down new reg- 
ulations on barter trade, encouraging enterprises to 
actively conduct barter trade with countries in the 
former Soviet Union under the precondition of keeping 
balance between import and export and being respon- 
sible for their own profits and losses. The main points of 
the new regulations are as follows: 


First, except for grain, tungsten ore, crude oil, and 
petroleum products which should be approved as in the 
past, all other commodities can be freely exported in 
barter trade and no export approval procedures and 
export licenses are necessary (this does not include 
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commodities that are banned from export). All enter- 
prises being authorized to engage in barter trade can deal 
in such goods on their own, but they cannot reexport the 
goods and affect cash-based trade. 


Second, in barter trade, goods produced by those coun- 
tries can be imported freely, and it is also allowed to 
import the goods for economic and technological use 
projects (productive or non- productive). Such imports 
are basically decontrolled in the period of the Eighth 
Five-Year Plan. No import quotas and import approval 
procedures will exist, and no import license will be 
issued. All enterprises with barter trade authority car 
freely import those goods. They can also organize the 
import of set mechanical or electric equipment and 
large-scale mechanical or electric equipment for capital 
construction and technological transformation projects 
after the projects are approved and the user units have 
sufficient funds. 


Third, goods imported in barter trade must be products 
from the countries involved in barter trade. It is not 
allowed to import goods produced by other countries 
through these countries. 


Fourth, customs will let the imported goods pass 
according to the barter trade contracts. 


Tourism Official Comments on Increase in 
Numbers 


OW1908015093 Beijing XINHUA in English 1438 
GMT 19 Aug 93 


[Text] Beijing, August 18 (XINHUA)—China’s income 
from overseas tourists went up by nearly a quarter in the 
first half of this year, with increases of 9.8 percent and 
23.2 percent respectively in the number of overseas 
tourists and the amount of foreign exchange earned, 
compared with the same period last year. 


A total of over 20 million overseas tourists visited the 
country in the first half of the year, which earned the 
country 2.11 billion U.S. dollars in foreign exchange, a 
record for China’s tourism, said Sun Gang, deputy head 
of the National Tourism Administration. 


The number of tourists from Taiwan went up 14.1 
percent, while the number from foreign countries rose by 
21.4 percent. 


Detailed figures showed that tourist numbers from the 
Republic of Korea (ROK), Singapore, Thailand, the 
United States, Australia, Germany, Canada, Britain and 
Japan increased the most, with rises of between ten and 
36 percent. 


Sun said that Shanghai alone earned 341 million U.S. 
dollars from tourism in the first six months of this year 
which represented an increase of 32.5 percent over the 
same 1992 period when a record increase of 99.8 percent 
was registered. 
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The room occupancy rate in the country’s foreign-related 
hotels expanded to 80 percent in ihe first half-year, 
compared with the 66 percent occupancy rate of 1992. 


According to Sun, the first half-year also witnessed great 
progress in the use of foreign investment for building 
tourist projects. Some 68 contracts have been signed for 
construction and expansion of hotels, bringing in a total 
investment of 1.35 billion U.S. dollars with 848 million 
ag dollars directly from foreign enterprises, a record so 
ar. 


By the end of June, the 12 state-level tourist resorts had 
absorbed a total foreign investment of 300 million U.S. 
dollars, with 200 joint-venture or solely foreign-funded 
projects signed. 


Government, Market, Enterprise Relations 
Examined 


OW 1908081793 Shanghai WEN HUI BAO in Chinese 
30 Jul 93 p 6 


[Article by Hua Min (5478 3046): “Reform Calls For 
Adjusting Relationships Between the Government, the 
Market, and the Enterprises”’] 


[Text] 1. Since the birth of markets and enterprises in 
human society and the emergence of modern nation- 
states, the market, enterprises, and the government have 
become the three most basic institutional and organiza- 
tional elements of socioeconomic activities. Their inter- 
relationship, such as the division of labor, coordination 
of functions, and checks and balances, determines the 
efficiency and end results of economic activities in 
society. Because of this, the correct handling of the 
relationships between the government, the market, and 
enterprises has always been an issue of the greatest 
concern to people in the field of designing economic 
systems. This is also true in China, which today is in 
transition to a market economy. 


2. An examination of all the economic systems that have 
existed since the dawn of human society reveals mainly 
two types of relationships between the government, the 
market, and enterprises. One is a “‘no-government 
model,” which exists in a free market economic system, 
and the other is a “no-market model,” which exists in a 
centrally planned economic system. 


The first one, the “no-government model,” refers to the 
kind of relationships in which the government is 
excluded from the economic structure and in which 
enterprises’ economic activities are coordinately entirely 
through the market. In this type of relationships, enter- 
prises organize their own production and business activ- 
ities. The market accomplishes resource allocation and 
product and revenue distribution and improves effi- 
ciency in the use of resources through pricing systems. 
Except for providing law, order, security, and the neces- 
sary material foundation essential to the normal opera- 
tion of economic activities in society, the government, 
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which exists outside the economic structure, takes a 
laissez-faire attitude toward the market economy. 


Contrary to this type of relationship, in the “‘no-market 
model,” which exists in a centrally planned economic 
structure, the government not only is an inherent vari- 
able but also serves as the sole decisionmaker as far as 
economic activities in society are concerned. Through 
state ownership and directed planning, the government 
exercises direct administrative control over enterprises’ 
production and business activities. One result of this is 
the transformation of enterprises from principal market 
operators making their own management decisions and 
taking full responsibility for their own profits and losses 
to “administrative” agencies operating under the gov- 
ernment. The other result is the exclusion of the market 
from the economic structure, leaving it in an abnormal 
state and allowing it only a very limited regulatory role in 
underground economic areas. 


3. The “no-government model,” which exists in a free 
market economy, results in what is called “market fail- 
ure” because it cannot resolve such social and economic 
issues as: a monopoly caused by large-scale production; 
unemployment resulting from the mass adoption of 
labor-efficient new technologies; the polarization of 
income resulting from market competition; the inability 
of the market to produce “public goods”; and economic 
turbulence caused by casual or irrational decisionmaking 
on the part of the market. 


The “no-market model” on the other end of the spec- 
trum also encounters a variety of problems. These prob- 
lems are: low efficiency in the use of state-owned prop- 
erties, which is reflected on the one hand in people’s 
indifference toward efficiently using public assets and 
increasing their value and, on the other hand, in a 
general lack of creativity; low efficiency in resource 
allocation caused by directed planning; low efficiency in 
revenue distribution caused by an egalitarian distribu- 
tion system; and bureaucratic low efficiency caused by 
systems for screening and approving enterprise opera- 
tions. 


In light of the these problems, countries with a free 
market economy and those with a centrally planned 
economy have in the last several decades carried out 
large-scale economic structural reform. Countries with a 
free market economy have tried to resolve the issues of 
so-called “market failure” through government interven- 
tion. Countries with a centrally planned economy have 
sought to resolve the various difficulties by introducing 
market forces. The result was the emergence of different 
forms of a mixed market economy combining govern- 
ment intervention and market regulation. 


4. What kind of interrelationships between the govern- 
ment, enterprises, and the market should there be in a 
mixed market economy? Simply put, first of all, the 
government, enterprises, and the market should carry 
out a division of functions according to certain princi- 
ples. They should then exercise checks and balances 
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through certain mechanisms to systematically avoid or 
overcome the various difficulties created by or encoun- 
tered in the two extreme economic systems. 


Specifically speaking, the government, « nterprises, and 
the market should carry out a division of functions 
according to the following principles: 


First, the principle of definable property rights. Ail 
economic activities involving definable property rights 
shall be carried out by enterprises and the market. The 
government shall undertake only those economic activ- 
ities involving property rights that cannot be defined or 
that require greater costs to define than what it costs the 
~~ i to manage those economic activities by 
itself. 


Second, the principle of the cost of transactions. The use 
of market forces involves costs. If a property righi is 
definable and if the cost of the market transaction of an 
economic activity exceeds the cost incurred by an enter- 
prise in organizing and managing this activity, the 
activity should be handed over to the enterprise to carry 
out through property rights transactions. This is called 
the internalization of market transactions. 


Third, the principle of functional efficiency. In accor- 
dance with this principle, the government is often asked 
to undertake functions such as macromanaging the 
economy, distributing social income equitably, and 
maintaining social and economic order. This is because 
of the comprehensive and public nature of the state and 
its monopoly on legislative and other powers which 
enable the government to act more efficiently than other 
social units in exercising those functions. Enterprises, on 
the other hand, are asked to make efficient use of the 
limited resources and to undertake the production of 
various commodities and services needed by the market. 
This is because enterprises, which seek profits from 
consumers, are more efficient than other economic units 
in this regard. As for the market, its functions should 
usually be to transmit information and to increase effi- 
ciency in social economic activities in general. This is 
because the market is in possession of pricing, the 
efficient information transmission mechanism and the 
mechanism of competition which forces each market 
participant to provide consumers with what it produces 
at the lowest cost. 


As a result of the division of functions in accordance 
with these principles, no one—the government, enter- 
prises, or the market—will be able to monopolize the 
entire array of social economic activities. Instead, each 
will! exercise checks and balance on the basis of a division 
of functions. Checks and balances exercised by the 
government, enterprises, and the market can be summa- 
rized as follows: The government lets enterprises become 
principal market operators by defining or distributing 
property rights; enterprises use the market’s supply and 
demand information to engage in input and output 
activities; the market, through the mechanism of com- 
petition, forces enterprises to supply society with what 
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they produce at the lowest production cost; and the 
government uses policies, laws, and regulations, as well 
as macroeconomic regulation and control and economic 
plans, to restrict improper enterprise behavior, to avoid 
market failures, and to maximize the material benefits 
for society as a whole. 


The relationships between the gover:iment, enterprises, 
and the market described above suggest that clearly 
defined property rights, a free pricing system, and fair 
market competition, coupled with goverment policies, 
laws, and regulations, as well as macroeconomic regula- 
tions and control and state economic plans, are clearly 
basic mechanisms for accomplishing checks and bal- 
ances between the government, enterprises, and the 
market. Therefore, it is safe to say that creating these 
mechanisms in the shortest time possible is the key to 
achieving checks and balances between the government, 
enterprises, and the market and rapidly completing the 
transition from a planned commodity economy to a new 
socialist market economy. 


5. To create the aforementioned mechanisms in a short 
period of time, it is necessary, first, to have an outline for 
comprehensive reform. Those reform strategies aimed 
only at searching for the “breakthrough point” and 
reform programs that are not coordinated and that deal 
with single problems can hardly meet the need for a 
complete transition from the existing system to a market 
economy. 


Second, it is necessary to change the way of reform in the 
past 14 years, which proceeded from bottom to top, to a 
way of from top te bottom from now on. This is because 
China’s next reform objective is to establish a new 
system of a market economy and to have the govern- 
ment, enterprises, and the market exercise checks and 
balances, instead of merely breaking the old system of a 
centrally planned economy. In breaking an old economic 
system, it is undoubtedly correct to adopt a way of 
reforming from bottom to top, but in establishing a new 
economic system, there is no other way but to effect 
reform from top to bottom. Reforming from top to 
bottom implies that the authority of the central govern- 
ment must be strengthened. 


Third, it is necessary to swiftly complete the shift of 
reform from the contracting system for the publicly 
owned enterprise system to the shareholding system. The 
biggest drawback in the reform of the contracting system 
is that property rights are not clearly defined, which 
leads to the serious consequences of ownership being 
taken away by managerial rights and of managing per- 
sonnel sharing in profits but taking no responsibility for 
losses. The inevitable result of this is that a large portion 
of profit-making enterprises’ profits flows to the pockets 
of managing personnel, whereas all deficit-ridden enter- 
prises are bailed out by the state. 


Fourth, it is necessary to eliminate the double-track 
pricing system for means of production, commodities, 
and labor service as soon as possible. The existence of 
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this system not only Las hiavered tair competition on the 
marke! and greatly weakened the role and efficiency of 
the pricing system ir. <isseminating the information on 
market demand and supp!y, ‘mt it has also whetted the 
spread of speculation and corryption in socicty. 


Fifth, it ss necessary to tinsform government functions 
in a true sense. This is especially imperative and pressing 
for a country like China, which is shifting its economic 
system from central plannizg to market orientation. It is 
especially imperative because under a centrally planned 
economy, government is the only subject having the nght 
to make decisions on economic activities in society and 
enterprises, and consumers are almost completely 
“deprived of” their rights to make economic decisions, 
by the government. The role of the market is almost 
entirely substituted for by the government. Therefore, if 
the government cannot truly transform its functions, 
there will be no division of functions as well as checks 
and balances between the government, enterprises, and 
the market. This is especially pressing because in prac- 
tical reform, the change of government functions means 
a readjustment of power and interests. Therefore, it is 
expected to meet some resistance in the course of change, 
thus affecting the reform in other fields. 


Article Views Market Economy, Public Ownership 


HK 1408022793 Beijing JINGJI YANJIU in Chinese No 
3, 20 Mar 93 pp 22-25 


[Article by He Jianzhang (0149 1696 4545): “On Com- 
patibility of Market Economy and Socialist Public Own- 
ership”) 

[Text] The 14th National Congress of the CPC has set 
the establishment of the socialist market economy as the 
goal of our economic system reform. The socialist 
market economy is the ownership structure in which the 
public sector, which includes enterprises owned by the 
whole people and enterprises owned by collectives, is to 
remain predominant, with the private sector, which 
includes individually owned and foreign-owned enter- 
prise, as a supplement, and on the basis of the distribu- 
tion system that remuneration according to one’s work 
will remain the predominant mode, with other modes as 
supplements. This is a break with the traditional notion 
that the market economy belongs to basically different 
socialist systems, incompatible with socialist economic 
systems, and that a market economy must unavoidably 
be on the basis of a private ownership system incompat- 
ible with public ownership—a great leap of our party in 
the understanding of market economy, which will 
undoubtedly give great impetus to the deepening of our 
economic system reform, especially to the invigoration 
of the state- owned large and medium-sized enterprises. 
People have no doubt that the individually owned and 
foreign-owned enterprises will naturally take the market 
as their competitive arena, and collective enterprises, as 
economic entities with independent economic interests, 
will certainly be guided by the market. However, on the 
question of whether ownership by the whole people 
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(public ownership) is compatible with market economy, 
some of our comrades take quite a negative attitude. 
Their main reasons for the argument are that, just as 
Starling said, the means of production of the state-owned 
enterprises belongs to one owner—the state, and there- 
fore there are no different interest principals in the 
state-owned enterprises and no changes of ownership in 


resources distribution is concerned, it is the state that 
decides, according to social demand, what and how 
much should be produced. Instead of being determined 
by the market, the state then gives enterprises mandatory 
plans concerning production, supply, and marketing, 
and, as a result, the economy generated on the basis of 
public ownership can only be a planned economy rather 
than a market one. According to this understanding, and 
in order to establish a market economy, some of our 
comrades put forward the suggestion of “‘non- 

nationalization,” maintaining either that effect be given 
to the development of the collective, individually, and 
foreign-owned enterprises while retaining only those 
state-owned enterprises necessary in some departments 
or sectors, or that state-owned enterprises be changed 
into collective-owned enterprises. Some other people 
even advocated going directly to privatization, etc. 
Socialist public ownership plays a leading role in our 
national economy. Is it true that the socialist public 
ownership is not compatible with a market economy in 
any way at all, and therefore must be refuted and 
abandoned in order to establish a socialist market econ- 
omy?—a question that we must answer. 


Practice is the sole criterion for judging truth. Looking 
back on the last 14 years of our economic reform, we see 
that they are, in fact, also the years of system reform and 
theoretical study concerning the problem of whether 
socialist public ownership (or state ownership) is com- 
patible with commodity and market economies, and how 
to make them compatible with each other. 


The precondition for the existence of commodity 
economy is the social division of labor and that the 
means of production and products belong to different 
owners. There is also a wide range of social division of 
iabor within the economy of socialist public ownership. 
Thousands and thousands of state-owned enterprises 
turn out different products of various kinds, and there is 
also the need for the exchange of products among state- 
owned enterprises. So the key issue lies in the question 
whether this kind of exchange is of the nature of com- 
modity exchange as the means of production of the 
state-owned enterprises belong to the same owner, the 
state—this is the where the difference of opinions arises. 
People with traditional ideas hold a fully negative atti- 
tude toward this for the main reason that the exchange 
(or planned allocation) of products among state-owned 
enterprises involves no change of the ownership of the 
products, and therefore this exchange is not a com- 
modity exchange but a product exchange; although there 
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are also valuation and accounting in the exchange of 
products among state-owned enterprises, they are only 
cain mania aeumedan ot aaa Giles enmmamadion. 
and therefore products in the exchange are only com- 
modity in form rather than commodity in essence. In 
addition. the operation and management of a socialist 
economy is at most only influenced rather than governed 
by the law of market value, etc. These traditional ideas 
turn a blind eye to the role of the law of value and reject 
market mechanisms. The practice of socialism has 
once brought tremendous disaster to the development of 
our national economy and our society. The long-term 


economic efficiency, the divorce between production 
and demand, and the fact that our people's living stan- 
dard was not improved—all these drawbacks make 
people reflect on ine traditional ideas and systems, and 
search for a new course for reform. 


In our country, as early as around the time of the Third 
Session of the 11th National Congress of the CPC, 
economics circles carried on a debate about whether or 
not commodity exchange exists within socialist public 
ownership. Through repeated discussions, the majority 
of them reached a consensus: Exchange between state- 
owned enterprises is also a commodities exchange. 


First, different interests exist among state-owned enter- 
prises. They treat one another as different interest enti- 
ties, which demonstrates the nature of commodity 
economy. Although state-owned enterprises all belong to 
the same owner and their fundamental interests are the 
same, yet on the stage of socialism, there exist essential 
differences in labor, which still remains a means of life. 
The society has to give tacit consent to the fact that 
different working abilities are the “inborn prestige” of 
the laborers, to recognize material interests of individual 
laborers, and therefore to recognize the collective mate- 
rial interests of the enterprise in which laborers are 
gathered. Individual and collective material interests 
will determine that a comprehensive accounting should 
be conducted in the whole course of production, 
exchange, distribution, and consumption, that is, strictly 
calculating the quantity and quality of labor each 
working person has contributed, strictly calculating the 
economic returns of the state-owned means of produc- 
tion each enterprise possesses, utilizes and controls, and 
determining thereafter earnings of individual laborers 
and the collective enterprises. These characteristics of 
socialist public ownership determine that state-owned 
enterprises are separate entities, each having its own 
specific interests. The exchange of products among them 
must also follow the principle of exchange at equal value. 
The basic law of a commodity economy, the law of value, 
still plays a dominant role here. This kind of exchange 
still belongs to the category of commodity exchange. 
Commodity exchange in form is an exchange of goods 
for goods; but in essence, it represents a special kind of 
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relationship between man and man, that is, an exchange 
relationship of equal amounts of labor between individ- 
uals or collectives with different interests. The commod- 
ities exchange within socialist public ownership is dif- 
ferent from the usual commodities exchange in that the 
former does not represent the between dif- 
ferent owners of means of production, but the relation- 
ship between entities with different interests and of the 
same owner. 


Second, a state-owned enterprise is the owner of the 
products it produces. Ownership also changes when 
product exchange takes place among state-owned enter- 
prises. Products exchanged are not only shells of com- 
modities but commodities in essence. This is determined 
by the fact that the ownership of means of production is 
separated from its management, and then from the 
ownership of products. This is the most common and 
outstanding feature of the capitalist society. Money 
capitalists lend their money to others while industrial 
capitalists borrow money from others in running their 
business. Mc: of the shareholders of the shareholding 
company do not participate in company management. 
Land-owners lease their land and then collect rent, 
showing no concern or havirg no right to show any 
concern for tenant operations. In a word, money capital- 
ists, shareholders, and landowners acquire interest, div- 
idend, and rent in terms of their ownership, while 
managers or operators may fully make their own busi- 
ness decisions and dispose of their products in their own 
way provided that they fulfill their obligations specified 
in the contract. In such cases, the separation of owner- 
ship of means of production from that of products is 
quite obvious. 


Under socialist conditions, means of production in pub- 
lic-owned enterprises all belong to the state, but those in 
direct operation or management are all independent 
enterprises and economic organizations with diversified 
interests. In order to implement the principle of material 
interests, they should be allowed to make their own 
decisions in management and be asked to link the 
efficiency of their operation directly with the interests of 
their staff and workers. In other words, we should carry 
out the principle of separating ownership of means of 
production from management authority. Enterprises 
have the right to handle their products if they have 
fulfilled their obligations to the state. Viewed from this 
point, enterprises have ownership of their products, and 
there does exist an exchange relationship between enti- 
ties (independent legal persons) with independent eco- 
nomic interests when state-owned enterprises exchange 
products among themselves. The exchange of products 
results in a change of ownership of the products, hence a 
commodity exchange. 


During the discussion, many comrades explored from a 
deeper level the reason for the existence of commodity 
exchange within socialist public ownership and put forth 
different views, such as the theory of social division of 
labor, the determinism of labor power under private 
ownership and the determinism of distribution 


tice, ownership can be properly separated from manage- 
ment.” While obeying the macrocontrol of the state plan, 
enterprises have the right to choose their own manage- 
ment; to arrange their own activities in production, 
supply, and marketing; to possess and handle their own 
retained capital; to have control of appointment, 
removal, and selection of personnel in accordance with 
relevant regulations; to determine on their own labor use 
as well as wage and bonus systems, etc. Later on, the 
government promulgated the Enterprise Law, granting 
state-owned enterprises |3 rights for their own 

ment decisions. The regulations promulgated in 1992 


managemen 
sions than that stated in the Enterprise Law . All these 
measures are aimed at making state-owned enterprises 
into relatively independent economic entities, making 
them become commodity producers that are truly 
responsible for their own management decisions, profits, 
and losses, with the ability of self- accumulations and 
self-development. This was a fundamental reform of 
management structures for the traditional state-owned 
enterprises after the theoretical understanding that a 
socialist public economy is also commodity economy. 


Now that the socialist public economy is a commodity 
economy and state-owned enterprises are the main body 
of self-management with all of their business activities 
going through the market, then the market has decisive 
significance for the business activities of state-owned 
enterprises and must play a essential role in resource 
distribution. From this point of view, a socialist public 
economy is also a market economy, and it seems that 
people have little doubt about this today. However, for a 
long period of time, many of our comrades, including 
me, were not in favor of the use of the concept of a 
socialist market economy though having earlier recog- 
nized the socialist commodity economy. The funda- 
mental reason for this is that we equated market 
economy with capitalist system. In our system of 
planned economy, we often considered that the planned 
economy ran counter to the market economy. Even after 
we recognized that the socialist economy is a market 
economy, we still tried to avoid using the concept of 
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market economy. It is true that people take time to have 
a better understanding; so does our party. At the time of 
the 12th national congress, the party declared that in a 


highly centralized planning system which rejected 
market economy. But the party has not yet completely 
freed itself from the traditional concept that a planned 
economy is incompatible with a market economy, which 
confines the market to a very small area. At its third 
plenary session, the party stated that a ma-ket economy 
was 9 stage that could not be bypassed in developing a 
socialist economy, and that China's socialist economy 
was a planned commodity economy based on public 
ownership—the first time it was recognized that a 
socialist economy is not only a planned economy but 
also a commodity economy. This is a leap in the process 
of cognition. The 13th Central Committee held that that 
“the socialist planned commodity economy should be a 
system that integrates planning with market regulation,” 
and raised indirect regulation in the form of “the market 
is regulated by the state and the enterprises are guided by 
the market,” thus giving prominence to the functions of 
the market. In 1990, the CPC Central Committee in its 
proposal for formulating the Ten-Year Program and of 
the Eighth Five-Year Plan for the National Economy and 
Social Development declared that “the general objective 
for reform in economic structure in the nineties was to 
initially establish a new system of socialist planned 
commodity economy and an operating mechanism that 
combined the plan with market regulations.” This saying 
failed to stress the fundamental role of market in alloca- 
tion of resources and, undoubtedly, this was a theoretical 
reflection of excessive use of administrative measures in 
economic readjustment in the past few years. With the 
deepening of reform, especially in his south China tour 
at the beginning of last year, Comrade Deng Xiaoping 
pointed out in his talks that a planned economy was not 
socialism—there was planning under capitalism, too. 
The market economy was not capitalism—there was 
market regulations under socialism, too. The plan and 
the market were both means of controlling economic 
activities. Whether the emphasis was on the plan or on 
market regulations was not the essential distinction 
between socialism and capitalism. Comrade Deng 
Xiaoping’s brilliant analysis has completely freed us 
from the cognitive restriction that the planned economy 
and the market economy basically belong to two dif- 
ferent social systems, and taught us to regard plan and 
market as two ways to allocate resources, as they should 
be. In line with the spirit of Comrade Deng Xiaopirg’s 
talks and the experiences of reform and opening to the 
outside wovit over the last decade, the 14th CPC 
National Congress defined the objective of reform of our 
economic structure as establishing a socialist market 
economy system. At the 14th national congress, Com- 
rade Jiang Zemin pointed out in his report: “By estab- 
lishing such an economic structure, we mean to let 
market forces, under the macroeconomic control of the 
state, serve as the basic means of regulating the alloca- 
tion of resources, to subject economic activity to the law 


NATIONAL AFFAIRS 23 


of value, to make it responsive to changing relations 
between supply and demand. We should use pricing and 
competition to distribute resources to those enterprises 
that yield good economic returns. We should also pro- 
vide pressure and incentives for enterprises to improve 
their performance, so that efficient ones will prosper and 
inefficient one will be eliminated. Since the market is 
sensitive to change in demand, we should use it to make 
timely readjustment in production as necessary.” The 
concept of socialist market economy has thus been 
established in a formal document of the Communist 
Party of China. 


Reform of the economic structure in our country started 
with reform of the highly centralized planned economy 
and the gradual extension of market functions. As far as 
the ownership structure is concerned, the single-sector 
system of public ownership was gradually replaced by a 
system containing diverse economic sectors with public 
ownership as the main body. Non-public economic sec- 
tors have been following the laws of the market economy 
from the very beginning of their existence. For state- 
owned enterprises, especially the large and mediunii- 
sized ones, we shall properly separate their management 
from their ownership, gradually expand their autonomy 
and push them into the market. On the planned manage- 
ment system, the single-sector mandatory plan has 
became a combination of three elements: The manda- 
tory plan, the guided plan and market regulations. With 
the development of our economy, the proportion of 
guided plan and market regulation is gradually 
increasing, thus bringing the market into better play. 
Now agricultural production is basically regulated by the 
market while being guided by government policy and 
planning. In industry, mandatory planning of the state 
only makes up a little more than 10 percent. Most 
industrial consumer goods and a fairly large part of 
production goods are now open to the market. Of retail 
sales of commodities, state pricing makes up only 10 
percent, while market regulation amounts to 90 percent. 
Of the sales volume of capital goods, market regulation is 
up to about 70 percent. The investment under direct 
control of the state constitutes only about one-seventh of 
the total investment of fixed assets in China (Note 1: 
Above statistics are derived from the article “On the 
Establishment of a Socialist Market Economy,” written 
by Gui Shiyong and carried in RENMIN RIBAO, 6 
November 1992). The above facts show that the oper- 
ating mechanism of our economy have changed greatly 
and the allocation of resources has basically accom- 
plished a transition from depending mainly on the plan 
to depending mainly on the market. Therefore, the 
establishment of a socialist markc' economy proposed 
by the 14th National Congress is actually the summing 
up of our experience in economic system reform over the 
last decade. All this is achieved on the premise of 
keeping the public sector as the dominant one and the 
state-owned system as the leading factor. Practice has 
shown that compatibility between a market economy 
and public ownership can be achieved. 
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An important task at present is to carry on and deepen 
study of the objective evidence of this compatibility, to 
reform thoroughly the rigid management system of cen- 
tralized planning that rejects the market function, to do 
a real job in freeing state-owned enterprises from the 
various restrictions of the old system and make them the 
main body of their own interests, market competition 
and resource distribution, and to play their proper role in 
establishing the system of socialist market economy. To 
put it briefly, we are neither abandoning public owner- 
ship nor adopting privatization; instead, we are changing 
the way in which state-owned enterprises operate and 
pushing them into the market according to objective 
requirements within public ownership. This is the only 
right way out. Comrade Jiang Zemin said in his report at 
the 14th national congress: ‘““We must change the way in 
which the state-owned enterprises operate, especially the 
large and medium-sized ones, and push them into the 
market to increase their vitality and efficiency. This is 
the key to establishing a socialist market economy, 
consolidating the socialist system and demonstrating its 
superiority.” This is absolutely right. 


On the requirement of establishing a socialist economic 
system, we should maintain public ownership on the one 
hand and, on the other, do away with the traditional 
concept and system of being “state-owned and state- 
run” where all state-owned enterprises must be run 
directly by the state while seeking other proper forms for 
the realization of public ownership. Since the reform, a 
contract system of managerial responsibility and a share- 
holding system on a trial basis have been carried out in 
most of enterprises, apart from leasing or selling some 
small s) ate-owned enterprises to collectives or individ- 
uals and encouraging combination, conglomeration or 
development of enterprises groups among enterprises 
where conditions permit. Shareholding systems help 
accelerate the separation of functions of the government 
from those of enterprises, changing the way in which 
enterprises operate and accumulate social capital. But in 
view of the fact that our market is still underdeveloped, 
and commodity and securities markets are inadequate, 
relevant laws and regulations have yet to be formulated, 
and professionals and special skills are short, the share- 
holding system reform of state owned enterprises 
remains only at an experimental stage. At present, over 
80 percent of the state-owned enterprises have adopted 
various forms of contract system of managerial respon- 
sibility, and many of them with better management have 
achieved remarkable economic result. Judging from 
reality, perhaps in the 1990's we should transform oper- 
ating mechanisms of state-owned enterprises and set up 
proper forms for the socialist market economy by further 
improving the contract system of managerial responsi- 
bility. 


The contract system of managerial responsibility is a 
new management system of state-owned enterprises cre- 
ated by the broad masses of our staff and workers. It was 
tried in the 1980's in a small number enterprises such as 
the Capital Iron and Steel Company. In comtrast to the 
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ordinary contract system, the contract system practised 
by state-owned enterprises carries a special meaning: 
With public ownership guaranteed, we follow the prin- 
ciple of separating ownership from management; 
straighten out the relationship between the state and 
enterprises for responsibility, decisionmaking, and 
profit; and make enterprises truly responsible for their 
own management decisions, profits, and losses; and 
practice self restraint and develop their initiative. The 
contract system of managerial responsibility has funda- 
mentally changed the conventional method of enterprise 
management, turning “state-owned and state-run” enter- 
prises into the “state-owned and people-run” enter- 
prises. In accordance with experience gained from prac- 
tice, the contractual system of managerial responsibility 
at the present stage better suits establishment of a 
socialist market economy. 


First, the contract system of managerial responsibility 
helps to straighten out the relationship of equity in 
state-owned enterprises, enabling enterprises to become 
not only economic entities with their own special inter- 
ests but also commodity producers and managers with 
full management authority. The contract system of man- 
agerial responsibility means that the state has ownership 
in a narrow sense (the ownership to the means of 
production), provides principles of action for enter- 
prises, and exercises macrocontrol without being 
involved directly in internal managerial activities of 
enterprises. On the premise of obeying the macrocontrol 
of the state and fulfilling obligations to the state (hand-in 
of profit, preservation and appreciation in asset value), 
enterprises have the right to possess, utilize, and dispose 
of their assets, and obtain an interest (share of profit, 
increasing profit package, etc). The contract system of 
managerial responsibility has better realized the separa- 
tion of ownership from management and of responsi- 
bility of the government from that of enterprises. The 
Capital Iron and Steel Company has set a good example 
for us in this regard. By contracting with the state and 
subcontracting in the form of labor division inside the 
company, the Capital Iron and Steel Company handled 
well the interests of the state, the enterprise and the staff 
and workers (an important aspect of manifestation of 
equity). The state owns not only the stock assets but also 
the appreciated assets. That is to say, the state also owns 
the assets for productive construction and non- 
productive construction which take up 80 percent of 
retained profit for developing production and collective 
welfare. But within the effective period of a contract, the 
government can not randomly draw its capital from the 
enterprise. The enterprise has the full power to use the 
capital and full autonomy of operation. Furthermore, as 
a state-owned enterprise, all staff and workers of the 
Capital Iron and Steel Company are masters of the 
state-owned assets. In view of this, ownership and man- 
agement are closely associated within the company. The 
company actually serves as the representative of public 
ownership and exercises all powers including ownership, 
possession, utilization, and disposal of the state-owned 
assets (equity at large). By this contractual operation 
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mechanism, problems such as “equity as nominal assets” 
and “owner seat vacant” are solved. As a full-right 
possessor of the state-owned assets, state-owned enter- 
prises are now throwing themselves into the “ocean of 
the market economy” to seek self-development and to 
demonstrate the superiority of public ownership. 


Second, the contract system of managerial responsibility 
helps to push enterprises into the market. In the conven- 
tional way of highly centralized management, state- 
owned enterprises must apply for approval and alloca- 
tion of funds for technical transformation, expansion, 
and determination of and investment for a new project. 
Enterprises had to ask for money from the state to raise 
wages of the workers and staff or improving their wel- 
fare. In a word, the development of the enterprise could 
only “wait, depend on, and demand for”. Since the 
contract system was put into operation, enterprises have 
not only the right to plan production, supply, and 
marketing according to the demands of the market, but 
also the right to possess and utilize capital, price prod- 
ucts within the scope of government policy, formulate 
systems of labor use, personnel management, wages and 
bonus, etc. At the same time, enterprises are responsible 
for operational risks, relying on efforts to blaze out a way 
in the market, striving for better economic returns. In 
this way, enterprises are forced to face the market and 
change the way they operate according to requirements 
of the laws of the market economy. The degree in which 
enterprises face the market determines their rise and fall. 
The Capital Iron and Steel Company has more vigor 
than other state-owned large enterprises. One of the 
reasons is that it has more right to put its own products 
on the market. Other iron and steel enterprises have the 
right to sell only 2-3 percent of the planned products at 
the market price, whereas the Capital Iron and Steel 
Company can sell 15 percent to the market. Any surplus 
over the mandatory plan can all be put on the market. 
The more it exceeds the plan, the more it can sell at 
market price. In 1991, the Capital Iron and Steel Com- 
pany produced 4,030,000 tons of steel, 1,350,000 tons of 
which were surplus. The part within the mandatory plan 
plus the surplus was 1,590,000 tons for self-marketing, 
comprising a total of about 40 percent of the total 
production. Some of the steel was used for technical 
transformation, some for exchange for other materials 
with other companies which were in urgent need, and 
some sold at negotiated prices. Recently, the government 
has completely relieved the Capital Iron and Steel Com- 
pany from the obligation of fulfilling the mandatory 
plan. Thus, the Capital Iron and Steel Company is in full 
contact with the market. They can produce more prod- 
ucts that suit the demands of the market and gain still 
better economic results. Qindao Double Star Corpora- 
tion also prospered rapidly under the contractual system 
while turning their attention to the market. It was 
originally a factory with only a few hundred staff and 
workers, producing and selling “Liberation Brand” 
rubber shoes according to the mandatory plan. That 
factory came to a dead end with its huge stock of 
products in the warehouse as its products lacked variety, 
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were out of fashion, and rejected by commercial depart- 
ments. In 1987, a contractual system was implemented 
by all the staff and workers of the enterprise. The 
enterprise turned to the market in every aspect. It 
changed the way in which it operated. Since then, 
amazing speed of development and high economic effi- 
ciency have been achieved. In the “Seventh Five- Year 
Plan” period, annual production value incieased by 37 
percent. The average realized profit and tax increased by 
22 percent each year. At present, the Double Star Cor- 
poration has developed into an enterprise group with 
first rate technology producing all sorts of shoes in 
various styles. It has created well-known brands the 
market welcomes. Its product sells good both at home 
and abroad. The development and expansion of a 
gourmet powder factory at Zhoukou of Henan Province 
is also enlightening. This factory was set up in 1983, an 
amalgamation of several county-run “five-small” enter- 
prises which were then on the verge of bankruptcy. 
Neither investment nor mandatory plans were provided 
by the county government for production, supply, and 
marketing. A contract policy was given to the enterprise: 
A fixed amount of profit to be handed in each year. On 
condition that the enterprise fulfilled the contracted 
amount of profit, excess profit could all be kept for the 
enterprise. It was granted full autonomy in operation. 
The enterprise faced the market from the very beginning, 
placed itself in the large environment of the market, 
striving for survival and development through competi- 
tion. It finally stood out from among over 200 gourmet 
powder enterprises in China. 


At the time when Zhoukou Gourmet Powder Factory 
was first set up, its annual production was only 400 tons. 
In 1990, the production rose up to 20,000 tons, scoring 
an average annual rise of 70 percent, both in production 
value and in economic returns. In the last two years, it 
went into joint venture with foreign investors, resulting 
in a production capacity of 60,000 tons. It has become a 
large gourmet powder making factory, ranking number 
one in China and number two in the world. The Capital 
Iron and Steel Company, the Double Star Corporation 
and Zhoukou Gourmet Powder Factory are all enlight- 
ening examples. If people say that steel and steel prod- 
ucts produced by the Capital Iron and Steel Company 
were highly in demand at the time by the market (in fact, 
the Capital Iron and Steel Company experienced a weak 
market and slow sales of steel in 1982 when they were 
carrying out an increasing profit contract) and were to be 
considered somewhat special, this was not the case for 
the shoes produced by the Double Star Corporation and 
gourmet powder produced by Zhoukou Gourmet Fac- 
tory. The Capital Iron and Steel Company, the Double 
Star Corporation and the Zhoukou Gourmet Powder 
Factory gathered their momentum by contractual oper- 
ation. Under pressure of market competition, they will- 
ingly changed the ways in which they were operating. 
With improved management and advanced technology, 
they have brought their tremendous potentials into full 


play. 
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Finally, the contract system of managerial responsibility 
helps to change the masters of resource allocations. In a 
conventional system of highly centralized planning 
economy, the allocation of productive forces of the 
country, major projects of construction, and important 
materials distribution are all based on the mandatory 
plans of the government and funded by government 
appropriation. The government was the master of 
resource allocation. Under conditions of the market 
economy, the government no longer stiffles the manage- 
rial vitality of enterprises. Enterprises have become 
masters of resource allocation. State-owned enterprises 
in contractual operation have greater autonomy. Espe- 
cially when profit hand-in is fixed by contract and the 
excess amount all belongs to the enterprise, it can 
achieve a high speed of production increase, obvious rise 
of economic returns, and large accumulation of profits. 
The enterprise not only has the right but also the 
capacity to adjust its product mix, industrial composi- 
tion, and expansion in accordance with market demand. 
Some enterprises are joining or amalgamating to become 
large enterprise groups carrying out their business trans- 
industrially, trans-regionally or even trans- nationally. 
Since the start of reform, the Capital Iron and Steel 
Company has developed from a simple iron and steel 
enterprise into a huge enterprise group consisting of over 
15 industries like mining, machinery, electronics, con- 
struction, chemicals, light industry, shipbuilding, ship- 
ping, hotel service, garment making, farm machinery, 
military industry, etc. It owns 8 large companies and 104 
large and medium-sized factories and mines. The total 
number of workers and staff exceeds 200,000. By the end 
of 1991, the Capital Iron and Steel Company already had 
25 joint ventures, 20 at home and 5 abroad. Last July, 
the State Council vested the Capital Iron and Steel 
Company with the authority to determine new projects 
and to conduct foreign trade and capital accommoda- 
tions. After that, they reacted quickly to the opportuni- 
ties of the market and took a series of clear-cut measures. 
They united with Shandong Province to build Qi Lu Iron 
and Steel Plant, went in with the Chang Jiang Industrial 
(Hong Kong) Group and the Canadian Yidong Group 
Ltd to buy out Hong Kong Dong Rong Iron and Steel 
Corporation. Then it bought a california steel plant and 
large iron mines in Peru as sole investor. These impor- 
tant actions brought about shocks both at home and 
abroad. Their practice has forcefully proved that, since 
contractual operation in state-owned enterprises was 
carried out, determination of resource allocation has 
changed from mandatory plans to the market, and the 
master of resource allocation has changed from the 
government to the enterprise, brining great potential 
into play. What has been achieved was unimaginable 
under the old system. 


Last May, when Comrade Deng Xiaoping was inspecting 
the Capital Iron and Steel Company, he said that the 
direction of reform their was correct and they were on 
the correct road. In the report at the 14th national 
congress, Comrade Jiang Zemin also stated that further 
improvement of the contract system in state-owned 
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enterprises, especially in large and medium-sized ones, is 
the main form of changing operational mechanisms and 
pushing them into the market (at the same time, actively 
try the shareholding system). Of course, we should also 
see the fact that, among state-owned enterprises where 
the contract system is being carried out in various forms, 
the number of enterprises that have achieved good 
results is small. There are different reasons for this. 
Some enterprises are replacing management with con- 
tracts and relaxing internal management and transfor- 
mation of operational mechanisms. The contract system 
itself needs to be continuously improved and standard- 
ized. Nevertheless, the experience of those well-managed 
state-owned enterprises in contractual operation suggests 
that public ownership can be compatible with the market 
economy and must be made to be compatible with the 
market economy. In this way, a truly socialist market 
economy covering the whole of society can be estab- 
lished. 


To establish and improve the socialist market economic 
system is a difficult and complicated social system 
project, requiring long- standing efforts. Our under- 
standing of the socialist market economy should undergo 
a process from unconsciousness to consciousness. Up to 
now, we still can’t say we already have a clear picture of 
it. Confronting such a situation, we should make a 
deeper study of it, jet different schools of thought air 
their opinions, each putting forward its own ideas and 
listening to what others say. Thus we can reach an 
understanding at a higher lever. It is more important that 
we should get first hand information from cadres and 
masses who are working on the forefront of reform and 
opening to the outside world. They are creating new 
experiences and raising new questions every day. New 
problems crop up from their practice. We must place 
ourselves in their situation, learn from the masses, sum 
up their experience, and study and try to answer new 
questions that come up in the process of practice. This 
will help us to gain an understanding that suits the 
situation in China and will help us to establish a socialist 
market economy with Chinese characteristics. 


— Warns Against Relaxing Effort To Aid 
oor 


HK 1808 134493 Beijing XINHUA Domestic Service in 
Chinese 2120 GMT 15 Aug 93 


[By reporter Lin Hongmei (2651 4767 2734) and trainee 
Qian Feiming (6929 7378 7686): “Official With the 
Leading Group for the Economic Development of 
Impoverished Areas Reminds All Localities To Avoid 
Lapses in Efforts To Aid the Poor’’} 


[Text] Beijing, 16 Aug (XINHUA)—“Under the current 
situation, in which the planned economy is becoming a 
market economy, China is faced with grim challenges in 
assisting the poor and developing the economy in impov- 
erished areas. All localities are required to attach great 
importance to the aid-the-poor work and to prevent 
possible lapses in this area.” Yang Zhong, deputy head of 
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the Leading Group for the Economic Development of 
Impoverished Areas under the State Council, made this 
appeal when briefing reporters on the work to aid the 
poor and develop the economies of poor areas. 


According to Yang Zhong, China has achieved remark- 
able results in assisting the poor and developing the 
economies of impoverished areas since China began to 
carry out reform and opening up. The total population 
living below the poverty line went down from 250 
million in 1978 to 80 million in 1992, and the proportion 
of the impoverished population decreased from 31.1 
percent of the total rural population in 1978 to 8.8 
percent in 1992. The per capita net income of 331 major 
poor counties receiving state aid increased from 208 
yuan in 1985 to 450 yuan in 1992; allowing for price 
rises, the per capita income actually went up by 133.8 
yuan. Among these counties, 13 reached the national per 
Capita peasant income level of 780 yuan. 


Yang Zhong reminded people that the 80 million people 
still living below the poverty line in China are primarily 
concentrated in areas with harsh natural conditions. The 
work of assisting the poor and developing the economy 
of impoverished areas has now entered its toughest 
“‘problem-solving” phase, one which entails greater 
effort than ever before. 


Yang Zhong indicated: Some localities have become less 
enthusiastic about assisting the impoverished areas and 
less determined to implement the relevant policies; their 
mechanism for aiding the poor has become less efficient 
and their understanding of the importance of the work 
has become less clear. As a result, the impoverished areas 
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can obtain an increasingly smaller amount of loans at a 
subsidized interest rate, and more capital has been put 
into industrial projects instead of agricultural projects. 
In addition, the impoverished areas have not yet 
received all the subsidies on price differences they were 
due to receive after the aid-the-poor materials within the 
state were shifted to market prices. Capital and qualified 
personnel are flowing out of impoverished areas toward 
advanced areas. All these practices can only be stopped 
after we tighten macroeconomic control and regulation 
and maintain and reinforce the functions of measures to 
aid the poor. 


On one hand, we are faced with arduous tasks, yet, on the 
other, the enthusiasm for helping the poor continues to 
drop. In view of this phenomenon, Yang Zhong indi- 
cated that the work of assisting the poor is a govern- 
mental behavior; that is, it is an administrative means 
adopted by the government to redistribute economic 
interest throughout society and to exercise macroeco- 
nomic control and regulation over social development. 
Poor areas are very weak in economic strength; there- 
fore, our government needs to attach greater importance 
to and put more money into the work to aid the poor. 
Efforts should be taken to seize favorable opportunities 
and attain self-development in the course of developing 
the market economy; at the same time, we also need the 
strong support and regulation of the government. Only 
by integrating state support with the self-reliance of the 
masses can we succeed in assisting the poor and devel- 
oping the economy of impoverished areas and in consol- 
idating and promoting the accomplishments we have 
already made in this area. 
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East Region Incomplete statistics show that more than 200 schools of 

higher learning and 1,000 or so scientific research orga- 

nizations are now training scientific and technological 

Fujian Approves 2,998 Foreign-Funded personnel for township enterprises. Millions of farmers 
Enterprises are engaged in scientific research. 


OW 1908082893 Beijing XINHUA in English 0716 
GMT 19 Aug 93 


[Text] Fuzhou, August 19 (XINHUA)—East China’s 
Fujian Province approved the establishment of 2,998 
foreign-funded enterprises in the first seven months of 
this year, with contracts involving 7.213 billion U.S. 
dollars of foreign investment. 


Both figures represent sharp increases compared with 
those recorded in the same period last year. 


Local officials attributed the encouraging trend to the 
fact that the provincial government has worked out a 
series of preferential policies to encourage more foreign 
investors to become involved in the construction of 
infrastructural facilities in the province. 


As a result, foreign investment in projects involving port 
construction, and the power and energy industries is 
increasing constantly. 


At the same time, operational foreign-funded enterprises 
in the coastal province are reporting good economic 
results, which in turn gives previously doubtful investors 
greater confidence to try their luck in the province. 


In the first half of this year foreign-funded industrial 
enterprises realized 13.5 billion yuan in output value, up 
by 55.8 percent compared with the same period of last 
year and accounting for 34.5 percent of the province’s 
total output value created in the first half of this year. 


Farmers in Jiangsu Adopt Scientific Research 


OW1708200893 Beijing XINHUA in English 1614 
GMT 17 Aug 93 


[Text] Nanjing, August 17 (XINHUA)—The Klockner- 
Moeller Company from Germany recently decided to 
jointly develop and produce updated low voltage elec- 
trical equipment with a township enterprise in east 
China’s Jiangsu Province. 


A few years ago the Zhenjiang Electrical Equipment 
Plant, the Chinese partner which is one of the largest 
producers in the field in China, could only produce 
farming tools. 


The change was due to several hundred farmers plunging 
themselves into scientific research, said Tang Benrong, 
head of the plant. 


With market competition becoming increasingly fierce 
in China, many of the over 20 million township enter- 
prises in the country turned to technology intensive 
industries, bringing more and more farmers into the field 
of scientific and technological research. 


On the Yangtze River Delta, Zhujiang River Delta and 
Shandong Peninsula, where rural industries are well 
developed, farmers began to set up their own scientific 
research organizations. 


In Wuxi County in Jiangsu Province, all the enterprises 
with an annual output value of more than 50 million 
yuan have set up research institutes. The county has now 
100 or so scientific research institutions, covering 
machine building, metallurgy, electronics and biology 
and it has become the largest rural scientific research 
base in China. 


With township enterprises edging into industries 
requiring more sophisticated technologies, Chinese 
farmers are working at a higher research level. 


Farmer scientists not only improved the technologies of 
the township enterprises but also contributed to the 
faster pace of industrialization in the countryside, econ- 
omists here said. 


Central-South Region 


Shenzhen Mayor on Lessons of 5 Aug Blast 


HK1908070293 Hong Kong TA KUNG PAO in Chinese 
18 Aug 93 p 2 


(“Special Dispatch” from Shenzhen: “Shenzhen Mayor 
Li Youwei Criticizes Ineffective Supervision and Inves- 
tigation, Stresses That Illegal Buildings Were Cause of 
City’s Huge Warehouse Blast’’] 


[Text] Shenzhen, 17 Aug (TA KUNG PAO)—Li You- 
wei, secretary of the Shenzhen City CPC Committee and 
mayor, said at a meeting of the Shenzhen Committee for 
Safety in Production that the Qingshuihe warehouse, 
which was wrecked by explosions, was an illegal 
building. It was the violation of five regulations, 
including fire regulations, that led to the “5S August” 
accident. He also pointed out that there is also a hidden 
danger in construction projects. If we fail to exercise 
close supervision over quality, he said, there will be great 
disasters. 


Li Youwei said: The urban authority failed to acquire an 
adequate understanding of the importance of safety and 
to exercise effective supervision. According to the plan 
approved by the planning department, there should be 
six dry goods warehouses in Qingshuihe. However, ware- 
houses No. 3 and 6 were added to the original plan, and 
separate warehouses were built onto adjoining ones 
without permission, so were illegal buildings. The viola- 
tions were not investigated and corrected. The public 
security department clearly stipulated specific goods for 
each of the eight warehouses, but the malpractice of 
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storing various kinds of goods together was not exam- 
ined, detected, and rectified. The fire department gave 
the units concerned a week to correct their malpractices, 
but the notice was ignored. It was the violation of fire 
regulations, laws on urban planning, regulations on con- 
trol over dangerous goods, and regulations on control 
over chemicals that led to the “5 August” blast. Oxi- 
dizers and reducing agents, which are not allowed to be 
stored together, were piled up side by side to such an 
extent that little space was eft between them. Some 
leading cadres are reluctant to conscientiously address 
difficult problems or problems the solution of which 
calls for investment. As a result, problems that are not 
solved in time bring about disasters. One or two enter- 
prise leaders ignored safety in production, forgot their 
responsibilities at the sight of profits, violated regula- 
tions and laws, or even knowingly violated the law. 
Again, the system under which cadres are responsible for 
ensuring safety in production was not carried out and 
there was no adequate fire prevention or gas protection 
equipment. We should conscientiously draw lessons 
from all these things. 


He added: There is also a hidden danger in construction 
projects. In some places, contracts were sold and resold 
among labor contractors, resulting in poor quality buiid- 
ings. If we again fail to exercise close supervision over 
the quality of construction projects, there will be great 
disasters. 


He stressed the need to organize cadres to conduct a 
city-wide examination of matters related to safety, while 
drawing lessons from the “5 August” accident. He said: 
We must focus on key points and solve difficult prob- 
lems. We must solve longstanding problems at any cost. 


Southwest Region 


— Mayor on Economy, Demonstrations in 
t 


HK1808152093 Hong Kong WEN WEI PO in Chinese 
18 Aug 93 p 2 


(“Special article” by staff reporter Yang Yung-nien 
(2799 3057 1628), stationed in southwest China: “Lhasa 
Mayor on Current Situation”] 


[Text] Lhasa, 17 Aug—The Xuedun Festival, an age-old 
and large-scale traditional festival in Tibet, is being 
celebrated. Peasants, herdsmen, monks, and priests will 
come to Lhasa from all directions. Is it possible that 
disturbances will occur in the capital of Tibet as hap- 
pened during the last 10 days of May? With this ques- 
tion, this reporter had a special interview with Mr. 
Luosang Dunzhu, mayor of Lhasa. 


Luosang Dunzhu, former commissioner of Shannan Pre- 
fecture, is full of confidence in administering this city, 
which attracts worldwide attention, although he has been 
mayor of the city for less than a year. He said: Lhasa’s 
situation has become more stable as the disturbances in 
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the last 10 days of May were properly resolved. The 
masses are now clearer about who is right and who is 
wrong. We have won over more masses, and the small 
number of separatists have become more isolated. 


Truth of the May Disturbances 


The mayor of Lhasa said: On 24 May, the Voice of 
America said we had arrested a certain number of people 
and killed a certain number of people. That was indeed 
exaggerated propaganda with ulterior motives! Then he 
briefed us on the truth of the incident: With the prices 
going up in China, Lhasa also readjusted its commodity 
prices. But as there had not been sufficient propaganda 
beforehand, some people could not understand why the 
prices had gone up and felt it difficult to stand. They had 
certain complaints about the price increase. Then the 
separatists seized that opportunity to stir up troubles 
from behind the scenes. As a result, some masses joined 
the demonstration on 24 May. Most of them were 
ordinary masses and the number of participants 
increased from the original 100 or 200 to more than 
1,000. They were presenting a petition to the govern- 
ment, with a slogan demanding lower prices and lower 
taxes. 


The mayor pointed out: The demonstration was for 
different purposes among the people. The great majority 
of participants did not have any political purpose. They 
participated in the demonstration only because they 
could not follow the change from a long-term planned 
economy to a spiritual civilization market economy. 
That is why, even when the masses were surrounding the 
building of the regional government, we only sent city 
leaders and relevant cadres to explain to them and advise 
them to leave. If they still had any complaints, they could 
speak out at a forum held the following day. Luosang 
Dunzhu continued: Most demonstrators took the advice 
and left. But as there were separatists lurking in the 
procession, when there were still more than 100 people 
in the demonstration, some began to indulge in beating, 
smashing, and looting. They smashed the window panes 
and boards of the city government, attacked the regional 
public security department, and injured government 
personnel and seven armed police officers. Seriously he 
said: By so doing, they went beyond the range of a 
petition and violated the law. Then he extended the 
subject and said: “Now some people are saying that we 
do not respect human rights. In my opinion, human 
rights is something within a certain range. There cannot 
be the human rights beyond the range of laws. Toward 
those who are carrying out separatist activities and who 
have violated the interests of the great majority of 
people, our attitude is that they should be dealt with in 
the way they deserve and in accordance with the law.” 


The mayor of Lhasa admitted that in the face of their 
beating, smashing, and looting activities, the armed 
police had fired tear- gas shells. But he told the reporters 
that on that day, no one was arrested and no one was 
killed. Only a child was injured amid the chaotic crowds. 
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No One Died During the Disturbances 


On 25 May, the city government promised to hold a 
forum with 56 mass representatives. The mayor 
answered all the questions raised by the participants and 
told the citizens that as there was a law on parades to 
abide by, any unauthorized parades were considered to 
be illegal. In view of the fact that the legal concept of the 
masses was still rather weak at the moment, no one 
would be investigated or punished this time. At the 
forum, the mass representatives who had joined the 
demonstration also admitted that the problems could 
not be resolved merely by holding demonstrations. They 
could not be resolved unless the government took proper 
measures. They also admitted that some bad people had 
lurked among the contingents of demonstrators. Some 
had thrown stones and some had tried to lead the 
demonstrators to Bargor Street... 


But from 0900 to 1200, while the forum was being held 
between the government and the mass representatives, 
some people continued to go from door to door to 
instigate the masses to hold demonstrations again. More 
than 100 people participated in the 25 May demonstra- 
tion in Lhasa. The mayor said: The public security 
department then detained and interrogated the man who 
was holding a banner and another person. 


Prices Subsidized by the City Government 


The reporter then inquired about Lhasa’s price situation. 
Mayor Luosang Dunzhu said: In April of this year, 
Lhasa’s commodity prices grew by 9.17 percent. But in 
the same month, commodity prices in other parts of the 
country grew by 17 percent. The prices of the “two 
oils”—fuel and edible butter, which are most closely 
related to people’s life—had both gone up. Butter price 
rose from 8 or 9 yuan per kg to 11 or 12 yuan per kg, and 
gasoline prices had also risen. But the government 
absorbed 70 percent of the absolute value of price 
growth, while the residents only absorbed 30 percent, 
that is, 0.3 yuan per kg. On this alone, the Lhasa City 
Government had to provide a subsidy of 6 million yuan 
a month. The mayor said emotionally: As a result of 
developing the market economy, the oil price of the 
hinterland is going up. If Lhasa’s oil price is not read- 
justed, oil will no longer flow into this city. He con- 
tinued: The control over Lhasa’s grain price has not been 
relaxed even to this day. For each jin of grain transported 
from the hinterland, the government has to provide a 
subsidy of 0.6 yuan, and for each jin of zamba, the 
government has to subsidize 0.3 yuan. Even for each jin 
of wheat flour produced in Lhasa, the government has to 
subsidize 0.1 yuan. At the same time, the government 
has given explicit orders that all charges without the 
approval of the city and regional authorities belong to 
the category of arbitrary collection of charges and arbi- 
trary financial apportionments and should be returned. 


In conclusion, the mayor of Lhasa told the reporter: Over 
the past 40 years or so, the state has monopolized 
material supply in Tibet. Now the policy has been 
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gradually changed. The masses do not quite understand 
it. Demonstrations are “bad things.” But after clearly 
explaining it to the masses, the “bad things” are turned 
into “good things,” because the masses are able to make 
a clear distinction between right and wrong. That is why 
we say that Lhasa’s situation has become more stable 
and the situation is better than before. 


Yunnan Chief Procurator Gives Work Report 


HK 1808063093 Kunming YUNNAN RIBAO in Chinese 
16 May 93 pp 3-4 


[Yunnan Provincial Procuratorate’s Work Report deliv- 
ered before the First Session of the Eighth Provincial 
People’s Congress by Chief Procurator Li Linge on 2 
May 1993] 


[Text] Deputies: 


I now present to the session, for its examination and 
approval, a report on the major situation in the prov- 
ince’s procuratorial work since the First Session of the 
Seventh Provincial People’s Congress. 


In the five years since 1988, under the leadership of the 
provincial party committee and the Supreme People’s 
Procuratorate, with the supervision of the provincial 
people’s congress and its standing committee, and with 
the support of the government, the province’s procura- 
torial organs have conscientiously implemented the 
party’s basic line of “one center, two basic points”; 
upheld the guiding principle of serving socialist eco- 
nomic development; adhered to the principle that we 
should do two types of work simultaneously and attach 
equal importance to both; conscientiously carried out 
the function of legal supervision conferred on procura- 
torial organs by the Constitution and the law; launched a 
thorough struggle against corruption and bribery; dealt 
severe blows to serious criminal activities; seriously 
investigated and handled cases relating to the infringe- 
ment of citizens’ democratic and personal rights, and to 
the malpractices of public officials; thoroughly started all 
procuratorial jobs; continuously consolidated the procu- 
ratorial organs themselves; and made comparatively 
great achievements; positively contributing to main- 
taining social order and border stability, and to safe- 
guarding the smooth progression of the province’s 
reform, opening up, and economic development. 


Launch a Thorough Struggle Against Corruption and 
Bribery 


Corruption and bribery are the conspicuous demonstra- 
tions of decadence and are a major enemy disrupting 
party spirit and the people’s general mood and ruining 
the socialist cause. They are what the masses hate 
bitterly. It is the party’s consistent principle to resolutely 
oppose corruption and decadence. Over the past five 
years, in keeping with the principles and instructions of 
the central and provincial party committees regarding 
consolidating a clean government, and by relying on the 
active support and participation of the broad masses, the 
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province has launched a continuous struggle against 
corruption and bribery. According to statistics, for the 
past five years procuratorial organs have handled a total 
of 15,242 economic cases of various sorts and filed 
11,033 of them. Of the cases handled, 10,257 are corrup- 
tion and bribery cases, of which 7,594 were filed, repre- 
senting 68.82 percent of the total number of cases filed; 
4,561 public proceedings involving 5,582 persons have 
been lodged with the people’s courts; and an equivalent 
of 127.623 million yuan of embezzled goods and bribes 
were recovered. 


First, include punishment for corruption and bribery as an 
important point of procuratorial work, while strength- 
ening blows to criminal activities that seriously disrupt 
economic order, such as forging trademarks and evading 
or refusing to pay taxes. Since 1988, procuratorial organs 
across the province have taken the punishment of cor- 
ruption and bribery as a priority job in dealing blows to 
economic crimes, and have continuously strengthened 
measures and deepened the struggle against corruption 
and bribery. In the meantime, in light of the daily 
conspicuousness of trademark forgery and other crim- 
inal activities in contravention of the law which are 
seriously damaging economic order, and in light of the 
production of “cigarette and flue-cured tobacco,” they 
have adjusted work preparations at the right time and 
strengthened “antiforgery” work, which has dealt special 
blows to such illegal crimes as the forging of the Yunnan 
cigarette factory’s trademarks. Since 1991, with the close 
coordination of the tobacco and the industrial and 
commercial departments, they have filed for the inves- 
tigation of 154 cases of forged trademarks, of which 60 
are serious cases; punished a number of criminals in 
accordance with the law; destroyed 208 sites for the 
manufacture of forged goods; seized a large batch of fake 
commodities, manufacturing tools, and raw and supple- 
mentary materials; and recovered total economic losses 
amounting to 5.437 million yuan. This has played a 
positive role in safeguarding the province’s quality ciga- 
rettes, and the legitimate rights and interests of vast 
numbers of consumers, thereby safeguarding economic 
order and invigorating Yunnan’s economy. They have 
been affirmed by the provincial party committee and the 
provincial government, and have been appraised highly 
by all quarters in society. Last July, the Supreme Peo- 
ple’s Procuratorate and the State Administration for 
Industry and Commerce called the National Antiforgery 
On-the-Spot Meeting in Kunming to further promote the 
province's “antiforgery” work. We also have made new 
progress in carrying out punishment for tax evasion and 
for refusing to pay taxes. Over the past five years, we 
have filed for investigation 1,341 cases related to tax 
evasion and refusing to pay taxes, and have recovered 
tax income amounting to 15.595 million yuan. 


Second, concentrate strength on investigating and han- 
dling major cases. In their struggle against corruption 
and bribery in recent years, procuratorial organs at all 
levels always have insisted on concentrating their main 
energies on investigating and handling major serious 
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cases involving large sums of money which have a very 
adverse influence, which are seriously harmful, and 
about which the masses are concerned and have voiced 
demands. In the economic criminal cases investigated 
and handled over the past five years, including corrup- 
tion and bribery cases, 2,632 are major cases involving 
over 10,000 yuan (which include 105 cases involving 
between 100,000 yuan and 500,000 yuan, 13 cases 
involving between 500,000 yuan and | million yuan, and 
eight cases involving more than | million yuan), repre- 
senting 23.9 percent of the total number of cases filed. A 
total of 177 serious cases involving cadres at and above 
the county and departmental level have been investi- 
gated and handled, with proceedings lodged with law 
courts against 161 persons. In order to conscientiously 
strengthen the investigation and handling of major 
serious cases, heads from the provincial procuratorate to 
the county procuratorate have taken the lead in handling 
major difficult cases. Moreover, they have instituted a 
system whereby procuratorial units at all levels are 
separately responsible for handling major serious cases. 
In the meantime, they have paid good attention to 
handling small cases, thus integrating the stern punish- 
ment of those committing grave crimes in accordance 
with the law, and the education and redemption of those 
slightly violating the law and committing minor crimes. 


Third, correctly enforce state laws and party policies. 
Over the past five years, and particularly since Comrade 
Xiaoping made important remarks during his trip to 
southern China, the situation has developed very 
quickly. Owing to the change of mechanisms, adjustment 
of policies, and belated legislation, we are faced with 
many new circumstances and new problems in the inves- 
tigation and handling of economic criminal cases, and 
we are encountering many problems not clearly specified 
by the law which conflict with existing policies, though 
clearly specified by the law, as well as problems of which 
the policy boundaries are difficult to draw, and problems 
that are difficult to tackle. In light of this, when handling 
cases, procuratorial organs at all levels have paid still 
more attention to implementing the principle of “having 
to be resolute and prudent to ensure the accurate han- 
dling of cases.” They have centered their work around 
economic construction, gone deep into the reality of 
matters, investigated and studied cases, and extensively 
listened to the views of all quarters. Many prefectural, 
autonomous prefectural, city, and county procuratorates 
have put forward ideas and measures for procuratorial 
organs to improve large and medium-sized enterprises 
and to strengthen agricultural and rural work. In keeping 
with the “three beneficials” principle, they have made 
specific suggestions regarding the investigation and han- 
dling of current corruption and bribery cases, and of 
cases related to town and township enterprises, regarding 
the careful and proper handling of cases involving 
important personnel of enterprises; and in particular, 
regarding the question of distinguishing between crime 
and noncrime; thus playing a definite guiding and 
helping role in strengthening and improving the han- 
dling of cases. 


32 REGIONAL AFFAIRS 


Fourth, resolutely deal blows to crime while simulta- 
neously improving services. On the ohe hand, we have 
resolutely made it the most important and most direct 
service of procuratorial organs for economic develop- 
ment to resolutely deal blows to economic crime, 
including corruption and bribery. On the other hand, in 
all links of handling a case and in coping with a problem, 
we have paid attention to implementing the spirit of 
“preservation” and “service” so as to maintain the 
normal working and production order of a unit where a 
case has occurred, to preserve the initiative of reformers, 
and to promote the development of production and 
construction. To this end, in 1991 the provincial procu- 
ratorate formulated the “Eight Lines of Demarcation in 
the Application of Policies for Supporting Economic 
Development” and the “Four Measures for Improving 
Service for Large and Medium-Sized Enterprises.” In the 
latter half of last year, after some survey and research, it 
formulated the “Measures for Safeguarding and Pro- 
moting Economic Development.” In real work, the proc- 
uratorial organs stressed the need to widen the field of 
vision and improve services in all areas while dealing 
blows to crimes. They do not rashly adopt mandatory 
measures, such as criminal detention and arrest, against 
suspected personnel holding important posts. Where 
mandatory measures are necessary, they suggest to the 
supervisory department of a unit that it make proper 
personnel rearrangements in advance so as not to play 
havoc with work, production, and operational activities. 
They do not hastily seal account books or freeze the bank 
accounts of an enterprise, and they pay attention to 
maintaining the the enterprise’s reputation, not giving 
publicity or making reports intended to harm its reputa- 
tion. Moreover, in light of a particular case, they offer 
various legal services to the unit concerned. Over the 
past few years, according to incomplete statistics, by 
unearthing law breakers procuratorial organs have 
offered various sorts of legal services, helped 110 enter- 
prises change their face, developed their production, 
pulled them out of a difficult position, and restored their 
vitality. 


Deal Severe Blows ts Serious Criminal Activities 


Over the past five years, procuratorial organs across the 
province have always regarded it as arother important 
point of procuratorial work to siernly and quickly deal 
severe blows to serious crimes in accordance with the 
law, and to improve public security. They have coordi- 
nated with relevant departments, including public secu- 
rity departments, courts, security departments, and judi- 
cial departments; conscientiously carried out the 
function of legal supervision; and dealt heavy blows at 
criminals who have committed various serious crimes 
through examining and approving arrests, examining 
and bringing legal actions, appearing before courts to 
support public proceedings, and participating in special 
struggles against salient security problems. During these 
five years, procuratorial organs across the province have 
handled applications lodged by public security and secu- 
rity organs for approving the arrest of 132,305 criminals. 
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After examination, they Lave approved the arrest of 
114,864 of these criminals. They have handled 132,314 
criminals sent by public security and security organs for 
prosecution, and after examining them, they have filed 
public proceedings with the people’s courts against 
110,479, and sent personnel to support the proceedings 
before the court. 


First, resolutely crack down on sabotage by hostile forces 
and hostile elements. The political turmoil and counter- 
revolutionary rebellion that occurred in the late spring 
and early summer of 1989 also spread to Yunnan. Under 
the unified leadership of the provincial party committee, 
procuratorial organs and other relevant departments 
coordinated and waged a blow-for-blow struggle against 
the hostile forces and hostile elements, and did well in 
approving arrests and prosecutions for all sorts of coun- 
terrevolutionary cases in accordance with the law, thus 
playing a positive role in safeguarding political stability, 
and safeguarding national and border security. 


Second, always insist on directing the main attacks at 
violent crime, including murder, arson, robbery, poison- 
ings, causing explosions, rape, and hooliganism, and at 
gang-related crime and underworld criminal activities. In 
the past five years, we have approved the arrest of 52,475 
criminals who committed various of the above serious 
crimes, and prosecuted 50,011 of them; these two figures 
represent 45.7 percent of the total number of arrests 
approved and 45.3 percent of the total number of 
criminals against whom prosecutions were initiated. In 
the meantime, in order to make accurate, timely, and 
vigorous attacks, we have taken the measure of inter- 
vening in major criminal cases in advance; that is, we 
have sent personnel to public security organs to inter- 
vene in public security organs’ investigations and ante- 
cedent trials with a view to understanding the cases in 
advance and examining the evidence, and this has 
helped us decide on arrests and prosecutions. In this 
way, we have quickened the handling of cases and 
guaranteed the quality of cases handled. 


Third, actively participate in the struggle against drug- 
related crime. Yunnan borders drug-producing coun- 
tries, and its struggle against drug crimes has always been 
very strenuvus. Over the past five years, the province's 
procuratorial organs have conscientiously implemented 
the instructions and decisions of the CPC Central Com- 
mittee, the National People’s Congres [NPC], and the 
provincial party committee with regard to the strict 
banning of drugs and to the antinarcotics laws and 
regulations formulated by the provincial people's con- 
gress and provincial government. A large number of drug 
criminals have been punished according to the law. In 
the meantime, the organs have actively participated in 
the province-wide antinarcotics campaign, in which drug 
criminals were punished, drugs were destroyed, and 
vigorous antinarcotics publicity was given. From late 
August to mid-November last year, the provincial proc- 
uratorate and the Wenshan autonomous prefectural 
procuratorate sent a number of cadres to join in the 
“heavy-blows” struggle to solve the problems of drug 
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trafficking and gun smuggling in Pingyuan area; sternly 
punished the drug traffickers and gun smugglers, who 
had gone rampant for some time; and scored a complete 
success. 


Fourth, actively participate in special struggles and spe- 
cial operations to resolve major security problems. Proc- 
uratorial organs across the province have conscien- 
tiously implemented the NPC Standing Committee's 
several decisions on strictly banning prostitution and the 
patronizing of prostitutes, on sternly punishing those 
who abduct and traffick in women and children, and on 
punishing criminals who smuggle, manufacture, sell, and 
spread pornographic materials; and have conscientiously 
implemented the Central Committee for Comprehensive 
Management of Social Security's plan for battling rob- 
bery and theft. With the provincial party committee and 
party committees at all levels making unified arrange- 
ments, they have actively participated in provincial and 
local special anticrime operations and special security 
management operations. They have paid simuitaneous 
attention to dealing blows to crime, improving public 
order, and preventing crime, in every effort to “deal 
blows to one area, build one line of defense, and ensure 
peace there.” 


Fifth, strengthen the supervision of investigations and 
trials, and conscientiously carry out the function of legal 
supervision. Over the past five years, upholding and 
implementing the principle of “using facts as the basis 
and laws as the criteria,” and the principle that “all are 
equal before the law,” procuratorial organs at all levels 
have done well in determining the crimes of criminals 
and the natures of their crimes, and in approving arrests 
and prosecutions. They have done well in preventing 
mistakes in this respect. In examining and approving 
arrests and prosecutions, they have decided not to 
approve 9,934 arrests and 1,296 prosecutions. They have 
decided to arrest 1,594 criminals whose arrests were not 
applied for previously, and to prosecute 935 criminals 
who previously were not sent to be prosecuted. They 
have put forward 481 corrective suggestions regarding 
breaches of the law by public security organs in the 
course of investigations; 388 corrective suggestions 
regarding breaches of the law by the people’s courts in 
the course of trials. They have countered 626 cases that 
were wrongly tried or decided by the people's courts, of 
which 269 have been retried by courts. 


Launch Various Other Procuratorial Jobs 


Over the past five years, while dealing severe blows to 
serious economic crimes and criminal activities, we also 
have made new progress in various other procuratorial 
jobs. 


As for procuratorial work relating to law and discipline, 
in order to conscientiously safeguard citizens’ demo- 
cratic and personal rights against infringement, procura- 
torial organs at all levels across the province have paid 
attention to strengthening procuratorial work relating to 
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law and discipline. Over the past five years, procurato- 
rial organs across the province have handled 7,536 cases 
of various kinds relating to law and discipline, filed 
2,351 cases for investigation, filed 1,253 cases with 
courts against 2,049 persons, and saved a loss of over 
sam, Gar toe el ee eis ree 


of cases relating io the 
“infringement of rights” and malpractices, namely: 
illegal detention, extorting confessions in trials, malprac- 
tices out of personal considerations, dereliction of duty, 
and incidents with grave responsibility to affix. a 
also have paid special attention to especially large and 
difficult cases that have serious and adverse influences 
and consequences, and have made efforts to enable 
procuratorial work relating to law and discipline to 
better serve the safeguarding of the people’s interests and 
the promotion of economic development. 


As for procuratorial work in the area of detention sites, 
in addition to insisting on sending procuratorial teams to 
stay in units that are responsible for reforming and 
educating criminals through labor, most county procu- 
ratorates also have sent cadres to perform procuratorial 
functions in these units, making more frequent the 
procuratorial supervision of how the people’s courts’ 
criminal decisions and verdicts are carried out and how 
detention departments are carrying out policies and 
laws. When they discover violations of the law, they can 
raise relevant questions at the proper time, thus ensuring 
that relevant policies and laws are implemented cor- 
rectly, and improving quality in the management and 
reform of criminals and labor reformers, who thus act in 
accordance with the law and in a civil manner. In the 
meantime, they have strengthened the supervision of 
how criminals are being reformed to the point of con- 
fessing and submitting themselves to the law. They have 
approved the prompt arrest of recidivists and have 
prosecuted them in accordance with the law. They also 
have dealt resolute blows to criminal activities in 
prisons, such as bullying other inmates. In addition, they 
have investigated and handled such criminal cases as 
prison policemen ill-treating criminals, which would 
have serious consequences, as well as corruption and 
bribery cases, thus safeguarding the normal order of 
detention and reform sites and the solemnity of state 
laws. 


As for procuratorial work in the area of handling accu- 
sations and complaints, procuratorial organs at all levels 
continue to insist on the practice that leaders read letters 
and receive visits in person. They have gone deep among 
the grass roots, given convenience to the masses, and 
have used effective means, such as “leaders visiting the 
masses rather than the masses visiting the leaders,” and 
have conscientiously launched “civility reception hall” 
activities. Over the past five years, they have handled 
178,970 accusations and complaints from citizens, and 
have examined and handled 177,026 of them. In this 
way, they have resolved many of the masses’ immediate 
problems and reasonable demands, alleviated many con- 
tradictions that might have easily worsened, avoided 
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Public Security,” as well as the “Yunnan Provincial 
Regulations for Overall Control of Public Security.” In 
carrying Out various procuratorial jobs and in handling 
cases, they have adhered to the principle of dealing blows 
to crime and preventing crime simultaneously, have 
actively participated in overall control of public security, 
and have implemented various public security measures. 
First, they have given extensive publicity about the legal 
system and launched mass campaigns to give publicity to 
the legal system with different special focuses and objec- 
tives each time. In this way, they hove covered | million 
people in these education campaigns and had legal 
consultations with 150,000 people. Second, they have 
launched activities to give procuratorial suggestions. 
Where they find problems while handling a case, they 
will give positive procuratorial suggestions to relevant 
departments to help the unit concerned draw a lesson, 
straighten out its rules, establish a system, carry out strict 
management, fill loopholes, and prevent and reduce 
incidents of law-breaking and crime. They have made 
16,000 procuratorial suggestions to units concerned and 
obtained comparatively good results. Third, they have 
revisited and examined those persons against whom 
procuratorial organs have decided to drop prosecutions, 
and have supervised and inspected criminals serving 
their terms of sentence outside the prison, and in partic- 
ular have strengthened the education of and assistance to 
the juvenile delinquents among them. Fourth, they have 
set up special overall public security management linking 
points in places where social order is comparatively 
disorganized and complicated, and have closely coordi- 
nated with all quarters of society for joint management. 
Fifth, they have promptly handled “urgent” letters and 
visits in a serious and responsible manner, and thus have 
resolved some acute contradictions at a point when they 


efficiency, improving the result in case handling, and 
bringing into full play the legal supervision function of 
procuratorial organs, over the past five years, in light of 
conditions that do not meet the demands of procu- 
and that need to be improved, they have 
i Se and obtained good 
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of fostering honesty, procuratorates at all 
the province have set up !23 anticorruption 
antibribery bureaus, representing 84 percent of all 
procuratorates across the . Moreover, in the 
practice of struggle, they have formed a special contin- 
gent, offering a sure and reliable organizational guar- 
antee for anticorruption and antibribery work. In the 
meantime, with the vigorous help and support of taxa- 
tion departments, they have set up 143 taxation procu- 
ratorial offices, from the provincial to the county level, 
to struggle against tax evasion and refusals to pay taxes, 
and to maintain taxation management and state revenue 


4) 
it 


Second, they have established and amplified the mass 
reporting system. In order to mobilize and depend on the 
masses to struggle against incidents of law violations and 
crime, since the latter half of 1988 they have set up 146 
mass reporting centers (stations), from the provincial to 
the county level, forming a mass reporting network that 
covers the entire province and demonstrating great 
power and a huge role in the struggle against incidents of 
law violations and crime. Over the past five years, 
procuratorial organs have received 26,397 clues reported 
by the masses regarding incidents of law violations and 
crime. More than half the economic criminal cases 
handled by procuratorial organs——such as corruption 
and bribery, and cases of the infringement of rights and 
malpractices, including many major serious cases—have 
been reported by the masses. At present, they have 
already established a comparatively complete reporting 
system. 


Third, they have strengthened and perfected the internal 
supervisory and restrictive mechanisms of procuratorial 
organs. In order to ensure quality in handling cases, we 
have put into practice a strict supervisory and restrictive 
system whereby three divisions of a procuratorial organ 
are separately responsible for investigation, approving 
arrests, and prosecution. This represents a change from 
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the previous practice, in which one particular division 
investigated and handled a case all the way through, 
without internal restriction. Although this has consider- 
iy eens See CeNene ars aay ees 
role with regard to their acting in accordance with the 
law and to ensuring quality in case handling. 


Fourth, they have established the special procuratorial 
personnel system. In keeping with the demand of the 
CPC Central Committee's “Opinion on Upholding and 
Perfecting the System of Multiparty Cooperation and 
Political Consultation Under the Leadership of the 
CPC,” last June the provincial procuratorate appointed 
nine special procuratorial personnel from the province's 
eight democratic parties and from people without party 
affiliation, and allowed them to maintain ties with 
various work divisions and to participate in procurato- 
rial activities directly. They have set aside the 15th day 
of each month as a “day for special procuratorial per- 
sonnel to receive visits by the masses,” and have special 
procuratorial personnel take turns to receive the visiting 
masses. They also have invited them to participate in 
important procuratorial work meetings, and to conduct 
investigations, studies, and inspections among the grass 
roots. Practice shows that establishing the special proc- 
uratorial personnel system plays an important role in 
strengthening, supervising, and promoting procuratorial 
work. 


Conscientiously Build Up the Procuratorial Contingent 


Building a strong procuratorial contingent is the organi- 
zational guarantee for accomplishing procuratorial work 
and tasks. In order to conscientiously strengthen ideo- 
logical and political work and build up a good contin- 
gent, the provincial procuratorate set up the political 
department in 1990, and the procuratorates of various 
prefectures, autonomous prefectures, cities, and counties 
also set up corresponding political work organs and have 
strengthened the contingent in matiy areas. First, they 
organized procuratorial personnel to conscientiously 
study Marxism-Leninism-Mao Zedong Thought and 
Comrade Deng Xiaoping’s theory of building socialism 
with Chinese characteristics; educated them in the 
party's basic line, the current situation, professional 
ethics, and procuratorial discipline; continuously 
enhanced their awareness of the need to uphold the four 
cardinal principles, uphold reform and opening up, and 
uphold communist beliefs so that they can always main- 
tain a sober political mind and so that, under the test of 
political turbulence at home and in the face of the 
rapidly-changing world, vast numbers of procuratorial 
personnel can firmly uphold their clear-cut position, 
stand fast at their posts, adhere to the struggle, and 
resolutely defend the people’s democratic dictatorship 
and safeguard the people’s interests. During their 
struggle against hostile forces and incidents of law vio- 
lations and crime, and in accomplishing various procu- 
ratorial jobs and tasks, a vast number of advanced 
collectives and individuals have emerged who have 
firmly upheld their position, enforced laws justly, strug- 
gled arduously, remained honest in performing their 
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official duties, and worked selflessly. Over the past five 
years, 18 advanced collectives and 49 advanced indivi 

uals have been commended by the provincial party 
committee, the provincial government, and the higher 


tiously built up the leading group and paid good atten- 
tion to the election of new leaders. In keeping with the 
principle of cadres’ “four modemizations” and the prin- 
ciple of both ability and political integrity, they have 


procuratorates in 1990, and in the observation and 
nomination of new leaders in 1993. Third, they have 
made great efforts to train cadres and improve the 
educational and professional quality of procuratorial 
personnel. Fourth, in keeping with the principle of 
“strictly managing procuratorial work,” they have 
strengthened the self-supervision of the procuratorial 
contingent, seriously investigated and handled cases of 
violating the law and discipline, and safeguarded the 
solemnity of party discipline and state laws and the 
purity of the procuratorial contingent. 


While achieving these successes in procuratorial work, 
the province also has many weaknesses and problems, 
the main ones being that the procuratorial units have not 
had their minds adequately emancipated; they have not 
completely shaken off the trammels and influence of old 
ideas long formed under the planned economic system; 
that their minds and work do not very well suit the 
development of the situation, and especially the need of 
establishing the socialist market economic system; they 
lack a systematic and deep investigation and study of the 
new problems and new demands posed to procuratorial 
organs and law enforcement work by the development of 
market economy; some do not know well enough the 
dialectical relationship between insisting on handling 
cases in accordance with the law and implementing the 
“three beneficial’s” criteria, and high quality is not 
ensured in the handling of a few cases; others do not 
enforce law strictly enough, make overdue detentions, 
make “arrests instead of investigations,” and use simple 
and crude work methods; still others are negative and 
fear difficulties and are rather passive in their work. All 
these problems must be conscientiously overcome and 
improved in our work in the future. 


Deputies: 


Under the guidance and motivation of the spirit of the 
14th CPC National Congress, the province's reform and 
opening up and economic development have entered a 
new and important period of development. People of all 
nationalities are encouraged in spirit and have high 
morale. There is social stability, people's minds are at 
ease, and the province generally has stable public order. 
However, we also must see soberly that there are still 
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ices; extensively launch all other procuratorial 
; make efforts to improve overall control of public 
proceed with reform of procuratorial work and the 


procuratorial work,” we must continue to build up the 
contingent of procuratorial organs, foster honesty, and 
continuously improve the political and professional 
quality of procuratorial personnel. We must more con- 
scientiously accept the leadership and supervision of the 
party and accept the supervision of people's congresses 
at all levels and the su of the broad 
exert ourselves in our in honest and 
matic, be pioneering and aggressive, open up a 
prospect in procuratorial work, and make new 
greater contributions to maintaining the provi 
political and social stability and to ensuring that 
province will proceed smoothly in 

reform, in increasing the extent of its openness, and i 
economic development. 


58 


g 
i 
2 
52, 


ns SECRET WHS OR Sve 


HK 1908035893 Beijing CHINA DAILY 
—— SUPPLEMENT) in English 19 Aug 
P 


[Article by Shao Qihui, governor of Heilongjiang Prov- 
ince: “Heilongjiang aims for high-speed progress””] 
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[Text] Heilongjiang, named after the big river running 
through the province, marks China's northern border. 


It is a key base of China's heavy and chemical industries, 
as well as a main contributor of the country’s grain, coal, 
timber and oil. 


A group of State enterprise products from the province 
have esiablished niches in both domestic and overseas 
markets. 


Although its opening-up drive started late, Heilongjiang 
has showed great vigour in its development, especially in 
the late 1980s. 


The provincial government decided on the strategy of 
joining hands with southern areas and opening to 
northern neighbours, putting into reality a full scale 
open-door drive. 


It means cooperating with the provinces, autonomous 
regions and cities within the country as well as devel- 
oping economic and technological ties and border trade 
with the former Soviet Union. In the meantime efforts 
should also be taken to join in global economic develop- 
ment. 


By the end of 1992, Heilongjiang had establishd trade 
ties with 120 countries and regions, and opened three 
cities and 20 border towns to the outside world. 

That same year the provincial export and import volume 
reached $2.83 billion, ranking it high among the coun- 
try’s 30 provinces, regions and State-level municipali- 
ties. 


Cross-border trade volume, in particular, skyrocketed 
from the bottom to top all the other areas. 


A big swathe of Heilongjiang’s Great Northern Wildness, 
landlocked and deserted in the past, has come in from 
the cold. Vast expanses of black land has taken on a 
veneer of gold as economic and cultural undertakings 
blossomed and closer relations with other parts of the 
world developed—-thanks to convenient transportation 
and communications facilities. 


Foreign trade is Heilongjiang’s target. 


Located in the heartland of the northeastern Asian 
economic zone, Heilongjiang shares a 3,000- 
kilometre-long border with Russia. 


The Heilongjiang River leads to the Japan Sea, giving the 
province an important international trade passage way. 


Therefore, the provincial government's strategy of facing 
the north while cooperating with the south is all the more 
important if the province is to develop a foreign-oriented 
economy and to take part in the economic development 
of Northeast Asia. 
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It also guides the province's attempts to build a market 
eocnomy, join the international economic sphere, as well 
as step up its own economy to a larger scale at a quicker 
speed. 

The plan goes like this: 
—Unchaining the material and capital exchanges from 


—Forming an export-oriented economic system by the 
end of this century; 
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—The new economic framework, in line with the market 
economy and following international practices, should 
take shape by the end of this century. 

To achieve these targets we must pick up speed in 


economy, and developing bilateral cross-border 
exchange. 


We are taking great efforts to form a foreign-trade system 
with border cities and towns as its frontline, major 
metropolises as its centers, and other cities as its support. 
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Kuomintang Reelects Li Teng-hui as Chairman 


OW 1808123293 Beijing XINHUA Domestic Service in 
Chinese 1208 GMT 18 Aug 93 


[By reporter Fan Liging (5400 7787 7230)} 


[Text] Taipei, 18 Aug (XINHUA)—The 14th Kuom- 
ititang Party Congress re-elected Li Teng-hui party 
chairman at the election held at today’s session. 


A total of 2,086 delegates attended today’s session, of 
which 2,043 voted. Li Teng-hui won more than half of 
the 1,686 valid ballots and was reelected Kuomintang 
party chairman. 


Jiang Zemin Cables Li 


OW 1908091393 Beijing XINHUA Domestic Service in 
Chinese 0809 GMT 19 Aug 93 


[Text] Beijing, 19 Aug (XINHUA)—Jiang Zemin, gen- 
eral secretary of the CPC Central Committee, today sent 
a telegram to Li Denghui [Li Teng-hui], congratulating 
hirn on being reelected as chairman of the Kuomintang 
[KMT] at the 14th KMT Congress. The full text of the 
telegram reads as follow: 


Mr. Li Denghui of the Taibei [Taipei] Chinese KMT 
Central Committee: 


At a time when you are reelected as KMT chairman at 
the 14th Chinese KMT Congress, I wish to extend my 
congratulations to you, and please also convey my con- 
gratulations to the vice chairmen. Since you were elected 
chairman of the KMT at the 13th KMT Congress, you 
have stood for national reunification and adopted some 
measures for promoting the development of cross-strait 
relations. I welcome this. Upholding the “One China” 
principle, opposing any activity of creating “Two 
Chinas” or “One China, One Taiwan” in the interna- 
tional community, accelerating cross-strait economic 
cooperation and contacts, and promoting the great cause 
of national reunification are in the fundamental interests 
of the Chinese nation. I wholeheartily expect that your 
esteemed party and my party will cooperate and join 
people of all social strata on the two sides of the strait as 
well as countrymen in the country in striving for rejuve- 
nating China and accomplishing national reunification 
at an early date. 
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Mainland, Island Agree on Oceanographic 


OW 1808035193 Beijing XINHUA Domestic Service in 
Chinese 0811 GMT 17 Aug 93 


[By reporter Cai Guoyan (5591 0948 3533) and trainee 
Su Dongkun (5685 2639 2492)] 


[Text] Xiamen, 17 Aug (XINHUA)—A breakthrough 
has been made in academic cooperation in oceanography 
between the two sides of the Taiwan Strait. At a seminar 
on oceanography in the Strait and its adjacent waters 
that concluded yesterday [16 August], scholars from the 
two sides agreed to cooperate in four projects. 


The scholars agreed to jointly conduct research in 
biology, geology, and chemistry in the southern East Sea, 
which should be converged with the international survey 
on oceanic flux of the earth; to use the mainland’s 
research ship to carry out joint surveys of the Nansha 
[Spratley] Islands in the South Sea waters; and to use 
satellite remote sensing to determine the precise location 
of all coral reefs in the South Sea. The scholars also 
decided to dispatch two ships from each side for carrying 
out comparison surveys in hy , chem- 
istry, and biology in the anshaen South Sea. These four 

projects are to be implemented in the next two years and 
results will be obtained during this period. 


The seminar was sponsored by the State Oceanography 
Bureau’s No. 3 Oceanography Institute, Xiamen Univer- 
sity, and the Fujian Oceanography Institute. It was 
attended by some 130 representatives from the two sides 
of the Strait. A total of 120 papers were delivered at the 
seminar. 


The seminar participants generally believed that both 
Taiwan and the mainland have their own special features 
of oceanographic research, and each side can comple- 
ment the other with its strong points. The mainland has 
a stable contingent of researchers as well as complete 
basic theoretical research, and it is engaged in wider and 
deeper fields of oceanographic research, while Taiwan, 
which has a ter mobility of researchers, is relatively 
weak in basic theory and emphasizes application and 
development of oceanography. However, Taiwan enjoys 
an edge in its research funding, facilities, and equipment, 
and in exchanges with foreign countries and personnel 
training. Exchange and cooperation to complement each 
other’s needs can greatly improve the quality of China’s 
oceanographic research and enhance its position in inter- 
national oceanography research. 


It was decided at the seminar that the next seminar will 
be held in Taibei [Taipei] in 1995. 
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Taipei Moves To Employ Former Soviet Experts 
OW 1908105093 Taipei LIEN HO PAO in Chinese 
8 Aug 93 p 1 


[Dispatch by LIEN HO PAO’s Moscow-based reporter 
Chou Te-hui (0719 1795 1920), 7 August: “Republic of 
China Begins Taking Actions To Employ Former Soviet 
Union Experts, Locks on Technologies Including Metallic 
Material, Uses Overseas Economic Cooperation and 
Development Foundation Funds as Outlay, and Will Pio- 
neer Sino- Russian Cooperation] 


[Text] The Republic of China [ROC] is participating in the 
global trend of “employing the experts from the former 
Soviet Union.” A delegation formed by experts from the 
China Steel Corporation and the Industrial Technology 
Research Institute recently visited Russia, Ukraine, and 
Belarus, locking their targets on the high technology of the 
former Soviet Union, including metallic material. They 
would pioneer Sino-Russian technical cooperation in high 
technology. It has been learned that, under the guidance of 
policy, the National Science Councii’s Aero Industry 
Development Center [AIDC] and the China Shipbuilding 
Corporation are expected to follow suit and visit various 
CIS republics to recruit qualified high technology per- 
sonnel, including from the aerospace industry, and to 
assist the ROC’s high technology development by concen- 
trating on key points. 


Rousing itself to catch up with Communist China, Thai- 
land, and Singapore, the ROC will employ the qualified 
high technology former Soviet Union personnel in stages. 
Relevant experts pointed out that it is necessary for the 
ROC to map out a perfect plan, pave the way in good time, 
and draw on the strength of each to offset the weakness of 
the other so as to enable its high technology to catch up 
with the level of Europe, the United States, and Japan. 


It has been leartied that Economic Minister Chiang Ping- 
kun had the idea of conducting Sino-Russian technical 
cooperation in high technology when he visited the CIS 
during his tenure as a political vice minister and witnessed 
the abundant resources and plentiful qualified high tech- 
nology personnel of the CIS. The Overseas Economic 
Cooperation and Development Foundation [OECDF] 
Management Committee, under the Ministry of Economic 
Affairs, recently adopted a relevant proposal, deciding to 
use OECDF funds as the outlay for promoting the idea. It 
meant that certain policy considerations had played a role 
in the step taken. 


It has been pointed out that the OECDF approved in 
principle four Sino-Russian technical cooperation projects 
in high technology; namely, metallic materials, electronic 
industry equipment, the aerospace industry, and the ship- 
building industry, and designated the China Steel Corpo- 
ration, the Industrial Technology Research Institute, the 
AIDC, and the China Shipbuilding Corporation as the 
units responsible for their implementation. Relevant plans 
will be carried out in three phases. In the first phase, 
delegations will be sent to the CIS to conduct surveys and 
collect relevant high technology information; in the second 
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phase, high technology experts of the CIS will be invited to 
write reports on high technology know-how and visit 
Taiwan to give lectures; and, in the third phase, high 
technology working groups of the CIS will be invited to 
provide guidance for Taiwan’s high technology know-how 
and assist the ROC break through the bottleneck of high 
technology research and development in a planned way 
and on a long-term basis. 


Experts from Taiwan pointed out that, after on-site obser- 
vation of over 30 steel mills and research centers in the 
CIS, they found that metallic material and foundry tech- 
nology of Russia and other CIS states are quite advanced, 
that the only problem is that some technologies are not yet 
commercialized and not very practical, and that how to 
change their uses remains to be studied and discussed. 


A Moscow high technology expert who requested ano- 
nymity said: So far, the China Steel Corporation still does 
not have the capability to cast the steel plate for warships. 
Technical cooperation to be conducted between the ROC 
and Russia in metal and other areas in the future should be 
helpful for the China Steel Corporation to develop its 
technology for military steel plate. This could possibly be 
one of the cooperation projects for the two sides. 


Taipei Aerospace Technology Show Opens 
OW1908094693 Taipei CNA in English 0751 GMT 
19 Aug 93 


[By Y.C. Tsai] 


[Text] Taipei, Aug. 19 (CNA)—The second Taipei Aero- 
space Technology Exhibition (TATE °93) opened at the 
Taipei World Trade Center Thursday [19 August]. 


Minister of Economic Affairs P. K. Chiang said at the 
opening ceremony that the Republic of China [ROC]’s 
powerhouse economy and location affords a great oppor- 
tunity for the development of the aerospace industry. 


In the next decade, Chiang predicted, the Asia-Pacific 
region would emerge as the center of the world aerospace 
industry. 


Also present at the opening were Vice President Li 
Yuan-zu and Premier Lien Chan. 


The vice president, on behalf of President Li Teng-hui, 
read the president’s written congratulatory message to 
the four-day show, which will close Aug. 22. 


The message said that high-tech expertise is key to 
economic development, and technological exchanges are 
the best medium for international cooperation. 


“Making a breakthrough in the aerospace industry 
during industrial upgrading is the most important task 
facing this country,” the message stressed. 
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Noting the capital- and technology-intensive nature of 
aerospace ventures, the message pointed out that aero- 
space has been listed as one of 10 “star” industries in the 
ROC’s ongoing six-year national development plan. 


The future of aerospace industry is crucial to the coun- 
try’s continued prosperity, Li wrote. 


Later in the morning, the president made a tour of the 
show. He arrived at 11:05 A.M. and stayed for 40 
minutes. 


A total of 139 companies from 15 countries are displaying 
their latest wares at the show. The firms include Bell 
Helicopter, Gruman, Honeywell, Hughes, McDonnell 
Douglas, Pratt & Whitney, Raytheon, Rockwell, and Texas 
Instruments of the United States, Dassault Aviation of 
France, British Aerospace, Fokker of the Netherlands, and 
lai of Israel. 


Forty-four domestic aircraft parts companies are also 
taking part in the show, sponsored by the semi-official 
China External Trade Development Council. 


The exhibition also features a space hall, which high- 
lights Taiwan’s march into the 21st century with a 
simulated ground mission control center forming the 
nucleus of the space display. 


Trade Deficit With Japan ‘Widening’ 


OW 1908090293 Taipei CNA in English 0741 GMT 
19 Aug 93 


[By Flor Wang] 


[Text] Taipei, Aug. 19 (CNA)}—Despite efforts being 
made by the government and private sector to reduce the 
trade deficit with Japan, the gap is still widening, 
according to statistics released by the Euro-Asia Trade 
Organization Thursday [19 August]. 


The statistics showed trade volume with Japan totaled 
US$18.76 billion in the first seven months of this year, a 
growth of US$967 million over the same period last year, 
but that the trade deficit was US$1.15 billion more. 


Taiwan imported US$13.48 billion worth of products 
from Japan and exported US$5.28 billion worth of goods 
in the seven-month period, a gap of US$8.2 billion. Last 
year’s deficit for the same time was US$7.05 billion. 


Meanwhile, indirect trade between Taiwan and Main- 
land China via Hong Kong also rose drastically, with 
trade volume amounting to US$1 1.54 billion in the first 
half of this year, a 20.9 percent increase of US$1.99 
billion over the same time last year. 


Taiwan’s exports to the mainland via Hong Kong 
amounted to US$10.5 biilion for the first six months of 
the year, an increase of 24.7 percent, while mainland 
exports to Taiwan totaled US$1.04 billion. 
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Reportage on 14th KMT National Congresss 


Li Teng-hui Reelected Chairman 


OW 1808140793 Taipei CNA in English 1350 GMT 
18 Aug 93 


[Text] Taipei, Aug. 18 (CNA)— President Li Teng-hui 
was elected to his second term as chairman of the 


Kuomintang [KMT] at the party’s 74th national congress 
Wednesday [18 August]. 


Li, the sole candidate for the party’s No. | post, received 
1,686 votes, or 82.5 percent of the 2,043 votes cast. 


Li was first elected to head the KMT at the last party 
congress in 1988. 


This was the first time that the KMT has picked its 
chairman by secret ballot. Prior congresses have elected 
the party chairman by acclamation. 


Li, 70, is the first native Taiwanese president of the ROC 
[Republic of China] and the first Taiwanese KMT 
chairman. 


Before assuming the party chairmanship, he was a 
member of the Central Standing Committee (1981-88), 
the KMT’s decision-making body. He has also served as 
vice president (1984-88), Taiwan provincial governor 
(1981-84), Taipei mayor (1978-81), and minister 
without portfolio (1972-78). 


Vice Chairmen Installed 


OW 1808 143393 Taipei CNA in English 1400 GMT 
18 Aug 93 


[By Sofia Wu] 


[Text] Taipei, Aug. 18 (CNA)—The ruling Kuomintang 
[KMT] installed vice chairmen Wednesday [18 August] 
for the first time in the party’s 99-year history. 


The four chosen were Vice President Li Yuan-zu, former 
Premier Hao Po-tsun, Judicial Yuan President Lin 
Yang-kang and Premier Lien Chan. 


They were nominated by newly-elected KMT chairman Li 
Teng-hui and unanimously approved by 1,695 delegates 
during the fifth plenary session of the 14th KMT National 
Congress at the Taipei International Convention Center. 


According to the revised party charter, the KMT 
chairman May nominate “a certain number”’ of vice 
chairmen to help him handle party affairs. 


Li, 70, is also a member of the KMT Central Advisory 
Committee. He became vice president in 1990 after having 
held at different times the posts of education minister, 
justice minister and presidential secretary-general. 


In addition to being former premier, Hau, 74, has also 
served as commander-in-chief of the Army, chief of the 
General Staff, and member of the KMT’s decision-making 
Central Standing Committee. 
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Lin has been vice premier, interior minister, Taiwan 
governor and Taipei mayor. He is 66 years old. 


Lien, 57, has also been Taiwan governor and vice pre- 
mier, as well as communications minister and foreign 
affairs minister. He became premier early this year. 


In a joint press conference held following the confirma- 
tion, the four KMT vice chairmen pledged to help 
Chairman Li consolidate unity within the party. 


““We’ll devote our energy to help party chairman resolve 
problems and promote intraparty reforms,” said Li. 


Lin said the installment of vice chairmen marked a good 
start in strengthening intraparty harmony and unity. 


Hau, who is seen as a spiritual leader of the KMT’s non- 
mainstream faction, said it is simply natural to have 
different opinions in a democratic political party. He 
said he hoped the local press would stop dividing the 
KMT into different factions. 


Hau said he believe the 14th congress will mark a new 
beginning in party unity. 


Vice Chairmanship To Foster Unity 


OW 1808152393 Taipei CNA in English 1411 GMT 
18 Aug 93 


[Text] Taipei, Aug. 18 (CNA)—The Kuomintang’s 
[KMT] creation of a vice chairmanship will help cement 
party unity, Lin Yang-kang, one of those picked for the 
four-man body, said Wednesday [18 August]. 


“The appointment (of vice chairmen) is just a good 
beginning for the party,” Lin said at a press conference. 


Delegates at the 14th party congress approved the nom- 
ination by KMT Chairman Li Teng-hui of Lin, vice 
president Li Yuan-zu, former Premier Hao Po-tsun and 
Premier Lien Chan as vice chairmen. 


Lin pledged to do his best to help Li promote party 
development. “As a vice chairman, I would rather share 
the chairman’s workload than his power,” Lin said when 
asked to elaborate on his new role. 


He denied local press reports that he has decided to seek 
the presidency of the Republic of China [ROC] in two 
years. “I just told them (reporters) that I would prudently 
consider the matter only if President Li Teng-hui decides 
not to seek re-election,” he said. 


Lin, widely considered as one of the most likely presi- 
dential candidates, said he will not take advantage of the 
vice chairmanship to create a power base from which to 
launch a bid to be president. 


He also said that he believes there will be good “working 
relations” among the four chairmen in the future. 
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Hao Po-tsun on ‘Responsibi.ity’ 
OW 1808151993 Taipei CNA in English 14.7 GMT 
18 Aug 93 


[Text] Taipei, Aug. 18 (CNA)—Senior Adviser to the Pres- 
ident Hao Po-tsun said Wednesday [18 August] that as the 
Republic of China [ROC]’s ruling party, the Kuomintang 
[KMT] has never hesitated taking responsibility for all 
Chinese. 

Hao, former premier and a member of the party's 
Central Standing Committee, was elected one of four 
party vice chairmen Wednesday after being nominated 
by Chairman Li Teng-hui. 

Meeting the press after his inauguration, Hao said he was 
honored to be elected to the post. 


A KMT member of 57 years, Hao said the KMT, as the 
founder of the Chinese republic, has a great responsi- 
bility for all Chinese. 


For his part, Hao pledged an all-out effort to complete 
the assignments given to him by Li. “I am only aware of 
my responsibility, and not interested in striving for 
power,” Hau told the press. 


No Military Men on Committee 


OW 1808151793 Taipei CNA in English 1423 GMT 
18 Aug 93 


[Text] Taipei, Aug. 18 (CNA)}—The ruling Kuomintang 
[KMT] once again demonstrated its determination to neu- 
tralize the military Wednesday [18 August] when it decided 
against considering any high-ranking military officer for 
inclusion in the party’s 14th Central Committee. 


New KMT Chairman Li Teng-hui nominated 210 can- 
didates for the Central Committee seats in the fifth 
plenary session of the ongoing 14th party congress at the 
Taipei International Convention Center. 


Congress delegates are scheduled to elect Central Com- 
mittee members Thursday afternoon by secret ballet. 


Ministry of National Defense Chief of General Staff Liu 
Ho-Chien [spelling of name as received], personal chief 
of staff to the president Chen Ting-chong, National 
Security Bureau Director Ying Chung-wen and the com- 
manders-in-chief were all [words indistinct]. 


Presidential spokesman Raymond Tai said there exists a 
national consensus to leave the military out of government. 


“The absence of ranking military officers in the party 
congress and from the list of candidates for the Central 
Committee underscores the KMT’s efforts to realize 
military neutralization,” Tai said. 


The nominated candidates include KMT members in the 
government, lawmaking bodies, party organs and the 
business community. 
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The list also includes representatives of laborers, farmers, 
KMT Deputy Secretary-General Shieh Shen-shan said the 
list covers a wide spectrum of social groups, which shows the 
party's determination to broaden its public representation. 


Among the nominees are several officials responsible for 
cross- Strait affairs, including Chairman Huang Kun- 
huei of the Mainland Affairs Council and his deputies 
Chiao Jen-ho and Yeh Chin-feng, as well as Cheyne 
Chiu, vice chairman and secretary-general of the Straits 
Exchange Foundation. 


Chiu said their nomination indicated that the KMT has 
attached great importance to the ROC-mainland relation- 
ship. 


In addition to the nominated candidates, individual 
delegates can be nominated for a committee seat upon 
the endorsement of at least eight other delegates. 


A minimum of 420 candidates will be considered for the 
210 Central Committee seats. Each delegate May vote 
for up to 105 candidates. 


SEF Head With 
Suggests Rapprochement 


OW1808 141693 Taipei CNA in English 1357 GMT 
18 Aug 93 


[Text] Taipei, Aug. 18 (CNA)}—Straits Exchange Founda- 
tion (SEF) Vice Chairman Chiu Chin-i said Wednesday [18 
August] that Taiwan should seek a rapprochement with 
Mainland China in order to ensure the continued prosperity 
of Hong Kong after it reverts to mainland rule in 1997. 


He said friendly overtures were necessary given the 
irreplaceability of Hong Kong as an intermediary 
between Taiwan and the mainland and the burgeoning 
interrelationship among the three. 


Chiu said that Hong Kong and Taiwan are actually in the 
same boat vis-a-vis their relationship with Mainland 
China, and that Beijing is bound to take Taiwan's 
reaction over the handover into account in fulfilling its 
commitment to keep a separate system for the colony. 


Chiu, who is attending the 14th Kuomintang National 
Congress in Taipei, said that many party delegates have 
exchanged views with him on the current mainland 
policy, and that quite a few suggested that the pace of 
rapprochement be accelerated. 


Mainland Affairs Council (MAC) Chairman Huang 
Kun-huei on Tuesday made a report on the mainland 
policy to the congress. The MAC formulates the cabi- 
net’s mainland policy and the SEF is a semi- official 
organization which serves as the MAC’s executive arm. 
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Court Sentences 2 Hijackers to 10-Year Terms 


OW1908075393 Taipei CNA in English 0744 GMT 
19 Aug 93 


[Text] Taipei, Aug. 19 (CNA}—Two Mainland Chinese 
were each sentenced to a 10-year prison term for hijacking a 
mainland airliner to Taiwan in April this year. 


Taoyuan District Court meted out the sentence Wednesday 
[18 August] to Huang Shugang and Liu Baocai, who forced 
a China Southern Airlines Boeing 757 to fly to Taiwan on 
April 6. They surrendered to police immediately after the 
plane landed at Chiang Kai-shek International Airport. 


Huang and Liu declined to comment after their sentencing. 


Lin Ya-fong, chief justice of the Taoyuan Court, said 
consideration of the hijackers’ motives led her to lessen 
the mandatory sentence of life imprisonment or the 
death penalty for hijackers in Taiwan. 


A Chinese Refugees Relief Association spokesman said 
it will help Huang and Liu appeal the case. 


Taipei Considers Exports of Military Aircraft 
OW 1808154393 Taipei CNA in English 1416 GMT 
18 Aug 93 


[Text] Taipei, Aug. 18 (CNA)}—The Ministry of National 
Defense indicated for the first time Wednesday [18 
August] that it is considering exporting military aircraft. 


A ranking logistics official with the ministry made the 
remarks at a background briefing for the Taipei Aero- 
space Technology Exhibition, which will be held Aug. 
19-22 at the Taipei World Trade Center. He is the first 
military official to make such a statement. 


The ministry used to balk at the export of military equip- 
ment, but circumstances have changed with the end of the 
cold war, the official said. “The Defense Ministry realizes 
that the time is ripe for military exports.” 


He emphasizes, though, that coordination among gov- 
ernment agencies and approval by the Legislative Yuan 
is needed before any sales can occur. 


His remarks came one day after a local newspaper reported 
that the military is assessing the prospects of selling locally 
designed AT-3 attackers to interested countries. 


Life-size models of an AT-3 and an indigenous defense 
fighter, the first jet fighter designed by local engineers, 
will be on display at the exhibition. 


Altogether 139 companies representing 15 countries will be 
displaying their latest wares before the local audience. The firms 
include Hughes Aircraft International Service Co. and McDon- 
nell Douglas of the United States, Dasault Aviation of France, 
Fokker Aircraft BV of the Netherlands, and Rolls Royce Pic 
[Public Limited Company] of the United Kingdom. 


Forty-four local aircraft companies are also attending the 
event. 
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Hong Kong 


Government Takes Up Dissident’s Case 


HK 1808122493 Hong Kong AFP in English 1158 GMT 
18 Aug 93 


[Text] Hong Kong, Aug 18 (AFP)—Pressure grew on 
China on Wednesday [18 August] to allow dissident 
labor activist Han Dongfang to return home, with strong 
appeals coming from Hong Kong’s British colonial gov- 
ernment and a visiting U.S. congressman. John Ashton, 
Hong Kong’s acting political adviser, told the local 
branch of the XINHUA NEWS AGENCY that Beijing 
should reconsider its decision to deny entry to Han, who 
is currently here on a transit visa. XINHUA acts as 
China’s de facto consulate in Hong Kong. 


“Mr. Ashton pointed out that (barring Han’s return 
home) was contrary to international law and to the 
Universal Declaration of Human Rights,” a Hong Kong 
Government statement said. “He called on the Chinese 
Government urgently to reconsider its position and to 
allow Mr. Han to re-enter China,” it said. 


Han, a veteran of the 1989 Tiananmen Square protests 
who is known as China’s Lech Walesa, was literally 
pushed across the border into Hong Kong on Saturday 
hours after police detained him in the southern Chinese 
city of Guangzhou. He was on his way back to Beijing 
after a year in the United States where he was treated for 
a severe strain of tuberculosis which he contracted 
during 22 months in prison for his role in the Tiananmen 
demonstrations. Han has said he will not renew his 
seven-day Hong Kong transit visa, thus making himself 
an illegal immigrant liable to be deported to China. On 
Monday he personally asked the Hong Kong Govern- 
ment to intervene on his behalf. 


U.S. Congressman Gary Ackerman, in Hong Kong after 
a four-day trip to Beijing, said Wednesday he feared Han 
was being declared stateless by his own country and 
urged China to reconsider his case. “We in the United 
States believe he has every right (to return home),” said 
Ackerman, chairman of the Asia-Pacific Subcommittee 
of the House of Representatives’ Foreign Affairs Com- 
mittee. 


“We don’t want this to turn into an international game 
of pingpong, with Mr. Han being the ball,” he added. 
The U.S. State Department earlier deplored Han’s expul- 
sion, saying Tuesday it violated the Universal Declara- 
tion of Human Rights which states that everyone has a 
right to return to their own country. Ackerman met Han 
for three hours on Tuesday, before the former railway 
worker—founder in 1989 of the Beijing Workers’ Auton- 
omous Union, China’s first independent union— 
petitioned XINHUA to return home. 


XINHUA officials told Han that he could not go back to 
Beijing because he had engaged in “subversive activi- 
ties” during his year abroad. Han, who turns 30 on 
Thursday. believes the charge stems from his presence at 
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the recent United Nations human rights conference in 
Vienna and a speech he gave to the International Labor 
Organization in Geneva. He was also honored by the 
National Endowment for Democracy in the United 
States at a ceremony where he met President Bill 
Clinton. 


PRC ‘Not Ready’ To Respond to UK’s Proposal 
HK1908102793 Hong Kong HSIN PAO in Chinese 
18 Aug 93 p 5 


[Report: “China Does Not Respond to the UK’s Coun- 
terproposal on the Political Structure but Maintains 
That Having Too Many Voters in Functional Constitu- 
encies Contravenes the Principle of Indirect Elections”’} 


[Text] An informed Chinese source yesterday told our 
reporter that, during the ninth round of the Sino-British 
talks on the political structure that ended yesterday, the 
Chinese side was not ready to respond to the UK’s 
counterproposal on this topic. The Chinese side pointed 
out that the nine additional functional constituencies 
proposed by the UK could add as many as 1 million 
voters and that this actually violates the principle of 
indirect elections for functional constituencies. Because 
both sides still have many differences on the electoral 
arrangements, the Chinese side has predicted that it will 
be impossible to reach an agreement before October. 


The informed Chinese source revealed that the British 
counterproposal is very complex. The composition of the 
functional constituencies proposed by the UK includes 
business groups comprised of employers and trade union 
organizations that represent employees, and all members 
of these organizations would have the right to vote. The 
Chinese side believes that the British counterproposal 
violates the principle of indirect elections for functional 
constituencies and is trying to implement Chris Patten’s 
constitutional reform package in disguise; this is another 
British demand for an exorbitant price. 


The informed source said that the Chinese side will use 
the approximately two-week-long recess to study the 
British proposal and will respond to it during the 10th 
round of talks on 4 September. The Chinese side main- 
tains that, if the newly increased nine functional constit- 
uencies elect their representatives on the basis of one 
person, one vote in the boundary elections and if these 
functional constituencies also include organizations 
comprising employees, the British counterproposal has 
the same nature as Chris Patten’s constitutional reform 
package, which sought to turn the nine functional con- 
stituency seats into a disguised form of direct elections. 


The informed source said that, to enable the talks to 
reach agreement, the Chinese side will consider 
revamping the program for electing the newly increased 
nine functional constituencies on the basis of one com- 
mittee, one vote, into one which involves casting ballots 
by organizations in functional constituencies or by com- 
panies’ board members. The Chinese side cannot accept 
the idea of infinitely expanding the number of voters in 
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functional constituencies to such an extent that it 
includes employees in different constituencies. 


The informed source added that the Chinese and British 
sides still have many differences over the details of the 
electoral arrangements, and their talks are still arduous. 
The Chinese side predicts that it will be impossible for 
both sides to reach agreement before Chris Patten pre- 
sents his policy speech on 6 October. The talks on the 
political structure are expected to continue for a certain 
period of time. The Chinese side will make efforts to 
achieve a consensus on the functional constituencies and 
the electoral committee when the two countries’ foreign 
ministers meet at the end of September. 


An individual close to the British side told our reporter 
that the British side had already fully anticipated the 
difficulties at the talks. If the talks at the end of Sep- 
tember can reach a certain consensus and if the con- 
sensus can be confirmed by the two foreign ministers 
when they meet, Chris Patten will give a detailed expla- 
nation on the progress of the talks in his policy speech. 


The informed source pointed out that the Chinese side 
has not made a detailed proposal on the objective 
criteria for boarding the through train, thus making it 
difficult to make a breakthrough on this issue at the 
talks. The British side maintains that the guarantee for 
the through train is an important component of the 
electoral arrangements. If both sides cannot reach agree- 
ment on the through train criteria before October, the 
British side will continue to discuss this issue with the 
Chinese side in their future talks on the political struc- 
ture. 


It has been learned that, two days after he returns to 
Hong Kong from vacation on 31 August, Hong Kong 
Governor Chris Patten will meet with Hong Kong Gov- 
ernment officials to review the talks. It is possible that he 
will hold a _ocial Executive Council meeting on 2 
September to w. :k out a new strategy for the British side 
to use at the 10th round of talks on the political struc- 
ture. As reported, the frequency of meetings will increase 
with the 10th round. In September, one round of talks 
will be held in Beijing each week. A meeting of the 
Sino-British Joint Liaison Group has been scheduled in 
Beijing around 13 September. 


Editorial: UK Counterproposal ‘Unacceptable’ 


HK1908062293 Hong Kong WEN WEI PO in Chinese 
19 Aug 93 p 2 


[Editorial: “It Is Not Allowed To Tamper With Elections 
for Functional Constituencies”] 


[Text] During the ninth round of Sino-British talks, 
some newspapers which usually reflect the attitude of the 
British side, disclosed the contents of the talks under a 
oig-character headline, saying “The British Side Has Put 
Forward a Counterproposal on the Additional Func- 
tional Constituencies, “Yhich Is Based on Individual 
Voting and the Number of Voters Will Be Reduced to |! 
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Million.” The newspaper also said: ““The counterpro- 
posal was based on a hypothesis that the Chinese side 
will put forward objective standards for arrangements 
for the Legislative Council [Legco] through train issue. If 
in the end there is not a guarantee on the through train 
issue, any concessions made or agreements reached on 
the arrangements for the elections will be meaningless.” 


This was an intentional leak of information by the 
British side. Using megaphone diplomacy and making 
the differences between China and the UK during the 
talks known to the public is of no avail to the talks now. 
It only shows that the British side has been continuously 
playing little tricks and intentionally obstructing and 
creating difficulties to the talks, even at the risk of ending 
“with no agreements at all,” so that it can coordinate 
with Chris Patten’s arrangement for submitting his polit- 
ical reform package to the Legislative Council in 
October. 


When the Chinese and British foreign ministers 
exchanged their seven letters in 1990, there were no 
differences between the sides on the forms of voting for 
the functional constituency elections and the composi- 
tion of the voting members. It was on that basis that 
China’s National People’s Congress [NPC] made a stip- 
ulation on the number of seats for the functional constit- 
uency elections in the Basic Law. When the Basic Law 
was promulgated, all people understood clearly that the 
functional constituency elections were indirect rather © 
than direct elections, just like the elections held in 1985. 
Even when there was a demand to increase the number 
of seats by direct elections, people also understood that 
the functional constituency elections would be held in 
the same form as the functional constituency elections 
held by the British people when developing their repre- 
sentative government system. The relevant functional 
constituency elections were electoral college elections 
which were gazetted and became a part of Hong Kong’s 
electoral law. Functional constituency elections is not an 
abstract term which can be willfully explained. It is a 
political reality in Hong Kong. Among the current Legco 
members, 21 were elected through the concrete pattern 
of functional constituency elections. The seats for func- 
tional constituency elections prescribed in the Basic Law 
are the seats of the functional constituency elections in 
their original meaning at the time of its promulgation. 


However, in Chris Patten’s package, he made willful 
changes to it, referring to direct elections by the profes- 
sional constituencies as functional constituency elec- 
tions. This, naturally, is counter to the original meaning 
of the Basic Law. In the counterproposal made by the 
British side during the talks, they still clung to Chris 
Patten’s package, which distorted and tampered with the 
pattern of functional constituency elections. They 
insisted that the elections should be direct elections, 
characterized by one person, one vote, and that the 
number of voters in the nine functional constituencies 
will be increased to 1 million. Originally, the number of 
voters in the 21 functional constituencies was only 
100,000. Obviously, this kind of direct election with a 
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greatly increased number of voters runs counter to the 
principle of proceeding in an orderly way, and step by 
step, as stated in the Basic Law. 


In Article 14 of the White Paper on Representative 
Government in Hong Kong, which was issued by the 
Hong Kong Government in 1984, there were definite 
stipulations on the functional constituencies and the 
qualifications of voters: 


M [Roman script as published] “In the case of economic 
and social constituencies, these will be based on well- 
recognized major organizations, associations, and insti- 
tutions with a territorywide coverage. The lists of the 
voting members of these organizations will be adopted as 
the electoral roils for these constituencies. Corporate 
members will nominate representatives to vote on their 
behalf.” 


XVI [Roman sixteen as published] “In the case of 
professional constituencies, these will be based on the 
qualifications of the membership of those professions” 
and “their electoral rolls will be based on either the 
membership lists of the various major professional 
bodies and institutions or on the statutory registers of 
members of those professions.” 


The white paper clearly pointed out that the reason for 
the functional constituency elections was: “The green 
paper stressed that full weight shouid be given to repre- 
sentation for the economic and professional sectors of 
Hong Kong society which are essential to future confi- 
dence and prosperity.” However, the British side’s coun- 
terproposal, which was disclosed by some newspapers, 
has perpetrated a gigantic fraud and runs counter to the 
original commitment and stipulations in the white paper 
on the functional constituency elections. In the counter- 
proposal, the functional constituencies are not based on 
the organizations recognized by society and there are no 
statutory registrations of professional qualifications. 
How can employees and employers be mixed up in a 
constituency? How can the different and unrelated 
trades, such as fisheries, agriculture, mining, and manu- 
facturing, be mixed up in a constituency and how can 
they represent the interests of the same trade? How can 
the personnel in administrative structures become can- 
didates for a legislative organ? The so-called counterpro- 
posal by the British side can only bring about disputes 
and confrontation among people from different social 
strata and different trades. It cannot explicitly reflect the 
social functions and voices of the industrial and com- 
mercial circles and professional personnel. The form of 
voting suggested by the counterproposal also runs 
counter to the current stipulations on the vote by legal 
constituencies, the indirect vote, and the vote by people 
with statutory professional qualifications. A worker now 
working in a garment factory could work in a marble 
factory tomorrow. According to the British proposal, the 
qualifications of more than | million voters can be 
frequently changed and their opinions represent the will 
of the direct voters rather than the professional opinions 
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of certain trades. Obviously, this is entirely different 
from the meaning of functional constituency elections. 


When discussing arrangements for the functional con- 
stituency elections or making counterproposals, it is 
necessary to follow the understandings and agreements 
reached between China and the UK in the past and the 
principle of convergence with the Basic Law. While talks 
are being held, the British side has spread these views to 
distort the original pattern of functional constituency 
elections. By comparing them with the principle of 
“three conformities,” the people of Hong Kong will be 
able to tell easily who has broken their promise and 
discarded the legal system. Such a counterproposal is 
certainly unacceptable to the Chinese side and neither 
will it be accepted by the Hong Kong people. 


UK Voices ‘Frustration’ Over PRC Talks 


HK1908033693 Hong Kong THE STANDARD in 
English 19 Aug 93 p 4 


[Report by Rain Ren in Beijing] 


[Text] In a new spate of verbal exchanges between 
Britain and China over Hong Kong's political future, 
Britain has again voiced frustration at the lack of 
progress. Leaving Beijing yesterday, Hong Kong Consti- 
tutional Affairs Secretary Michael Sze declared there was 
no point continuing with the talks unless China was 
willing to negotiate the terms under which legislators 
would serve through the 1997 handover period. 


The ninth round of Sino-British negotiations ended on 
Tuesday with China refusing to budget on the controver- 
sial through-train issue. Sze said Britain considered the 
issue to be pivotal to the talks. “The whole purpose and 
the whole logic of the negotiations is to ensure the 
legislators elected in 1995 can serve on to 1999, to ensure 
a smooth transfer in 1997,” Sze said. 


“If the through-train is not the centre of these talks, one 
could ask what the point is in holding them. Britain 
could do whatever it wanted in 1995, and in 1997 the 
Special Administrative Region (SAR) Government 
could put in its own arrangements. That is not something 
you and I, or the people of Hong Kong, want to see.” 


China has continued to insist that the right to decide who 
is eligible to ride the through train rests with the SAR 
Preparatory Committee. But Britain has pressed China 
to define criteria for the through-train now. 


Leaving Beijing yesterday Britain’s chief negotiator Sir 
Robin McLaren conceded that both sides had so far 
failed to find common ground on the issue. McLaren 
denied he was under pressure to achieve an agreement 
before the foreign ministers of both countries met at a 
United Nations general assembly in New York next 
month. Chinese Foreign Minister Qian Qichen and his 
British counterpart Sir Douglas Hurd are expected to 
review progress made in the talks. “Meetings at that level 
are always very important either to solve problems or set 
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new guidelines,” McLaren said. “But naturally I’m sure 
my Chinese colleagues share our wish that we should be 
able to make as much progress as possible before the two 
foreign ministers meet.” 


Both sides have agreed on the dates for the following 
rounds which are expected to be held early next month. 


Hong Kong SOUTH CHINA MORNING POST in 
English on 19 August publishes on page two a further 
report on the talks by Lana Wong in Beijing and Linda 
Choy which adds the following: 


[“Asked if the legislation would be in time for the 1994 
District Board elections, Sir Robin said he was sure the 
electoral arrangements would be made in good time 
regardless of the talks. 


{““Meanwhile, Senior Chinese representative of the Sino- 
British Joint Liaison Group (JLG), Guo Fengmin, 
refused to say whether the localisation policy would be 
on the agenda of the next meeting to be held in mid- 
September. The JLG will discuss issues which are spec- 
ified in the Joint Declaration, he said. 


[“On the airport issue, Mr Guo said China would con- 
tinue to keep in touch with Britain on the financial 
arrangements of the Chek Lap Kok Airport and its rail 
link. 


[Asked if the deadlock would be resolved soon, Mr Guo 
said: "I hope the matter can be solved quickly, we believe 
that we can accomplish this with efforts from both 
countries.””] 


Li Peng, Jiang Inscribe for Hong Kong Company 
OW 1908014993 Beijing XINHUA in English 1514 
GMT 19 Aug 93 


[Text] Hong Kong, August 18 (XINHUA)—China Ever- 
bright Holdings Company Ltd. gave a grand reception 
here today to mark its 10th anniversary, receiving best- 
wish messages from Chinese President Jiang Zemin and 
Premier Li Peng. 


Wang Guangying, vice-chairman of the Chinese 
National People’s Congress Standing Committee, and 
Luo Gan, Chinese state councillor and secretary-general 
of the State Council, came specially to attend today’s 
celebrations. 


Established in Hong Kong in 1983 with 100 million U.S. 
dollars, the Everbright is an integrated holding company 
under the State Council. At present it has 13 subsidiary 
companies and 100-strong branches and joint ventures 
with a total capital of about 2.564 billion U.S. dollars. 
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Its relationship with over 2,500 companies around the 
world has helped with its business of financial and 
investment services, leasing, trading, securities, precious 
metals trading, import of technology and facilities, labor 
export, engineering, tourism, property development and 
consultancy services. 


In his toast, Luo Gan said the Chinese Government has 
always attached importance to the company’s decade- 
long development which has served as a window for 
China’s reform and opening to the outside world. 


“This also has helped contribute to the maintenance of 
stability and prosperity in Hong Kong,” Luo added. 


Qiu Qing, chairwoman of board of directors of the 
company, said her company will, in the future, switch its 
main focus to banking and investment services, as well 
as trading, scientific and technological and property 
development. 


Henry Fok Ying-tung, vice-chairman of the National 
Committee of the Chinese People’s Political Consulta- 
tive Conference, and Zhou Nan, director of XINHUA 
NEWS AGENCY Hong Kong branch, also joined hun- 
dreds of the territory's celebrities at the reception. 


More Territoriai Journalists Visiting Mainland 


HK1808090093 Beijing ZHONGGUO XINWEN SHE 
in English 1138 GMT 17 Aug 93 


(“More Hong Kong and Macao Journalists Now Able To 
Cover Mainland Events’—ZHONGGUO XINWEN 
SHE headline] 


[Text] Beijing, August 17 (CNS)—-With the ongoing 
development of opening and reform in the mainland as 
well as the approaching handover of Hong Kong and 
Macao to China, greater numbers of journalists from the 
two places are now coming to the mainland to file 
stories. 


A spokesman for Hong Kong and Macao Affairs Office 
said that this will benefit exchanges between Hong Kong, 
Macao and the mainland and was welcomed by the 
government. Relevant Mainland departments had 
already assisted Hong Kong and Macao journalists to do 
their reporting in the mainland. Any journalists wishing 
to cover stories in the mainland can apply to the Hong 
Kong or Macao branch of the NEW CHINA NEWS 
AGENCY and once approval is given for conducting 
their interviews, they are free to go ahead with their news 
reporting. To help Hong Kong and Macao reporters 
coming to the mainland on an assignment, the All-China 
Journalists Association is responsible for their reception. 


END OF 
FICHE 
DATE FILMED 


SDAUGLE 


